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Rover development and flood con- 
trol rank high on the list of Amer- 
ica’s post-war plans. Many of these 
projects call for dams which may 
also produce electric power. 


This involves issues that should 
be discussed and settled now— 
rivers to cross in advance. 


Many of us in the power business 
have had a long experience with 
riverside plants, in the production 
of both steam-generated and hydro- 
electric power. In fairness to all 
taxpayers and in the interest of the 
many million users of electricity, 
we think we ought to outline our 
convictions and suggestions on river 
development and flood control. 


l When a dam is proposed, all of 
its purposes should be clearly 
defined in the legislation — flood 








control, navigation, irrigation or 
power. And just as clearly, the 
benefit to the people affected should 
justify the cost. 


2 If power is produced at gov- 
ernment-built dams, it should be 
sold to existing power systems, 
without special privilege or dis- 
crimination. This will save the ex- 
pensive duplication of transmission 
facilities, help to co-ordinate the 
entire power supply of each region, 
and assure its widest possible use 
at the lowest practical rates. 


3 Any savings made possible by 
this plan should be passed along 
to the users of electricity, under 
regulation by State Commissions or 
other properly constituted regula- 
tory bodies. This will assure all the 
benefits of river development and 
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Let’s cross these rivers 


before we come to ’em! 












hydro-power without the added ex- 
pense of government going into 
business and competing with its 
own citizens. 


4 Government in any business 
endangers all business. Govern- 
ment in business escapes many 
normal business obligations, enjoys 
free mail, pays no federal taxes, 
and few, if any, other taxes, little 
or no interest. If government can 
sell electricity on this basis, it can 
sell shoes, groceries, automobiles, 
or anything else the same way. 
Government may properly regu- 
late business in the public interest 
but should not operate business. 
It should not play in the game for 
which it makes the rules. In other 
words, government should not 
try to be umpire and pitcher 
at the same time! 


167 ELECTRIC LIGHT AND POWER COMPANIES 


SELF-SUPPORTING, TAX-PAYING BUSINESSES 


* Names on request from this magazine. 




















tle 


ot 


Way 





















THE MAGAZINE OF 


WALL STREET 
and BUSINESS ANALYST 


Member of Audit Bureau of Circulations 
Volume 76, No. 9 August 4, 1945 


The Ticker Publishing Company ts affiliated by common ownership with the 
Investment Management Service and with no other organization. It pub- 
lishes The Magazine of Wall Street and Business Analyst, issued bi-weekly; 
The Investors Guide, Adjustable Stock Ratings, issued monthly; and The In- 
vestment and Business Forecast, issued weekly. Neither the Ticker Publishing 
Company nor any affiliated service or publication has anything for sale but 
information and advice. No securities or funds are handled under any circum- 
stances for any client or subscriber. 


CONTENTS 














The Trend of Events 463 
As I See It. By Robert Guise 465 
Forces Shaping Today’s Market. By A. T. Millets 466 









































Far Flung Aspects of Price Control. By E. A. Kraptss.cemesmene 468 
The Race for Supremacy in World Air: Transport. 

By H. M. Tremaine 471 
Axis Assets in the U. S. By John Dana 474 
Happening in Washington. By E. K. T 476 
As We Go To Press 477 
Investor Significance in Current Wave of Corporate 

Financing. By Ward Gates 479 
Selected Opportunities In Preferred Stocks with Arrears. 

3y J. S. Williams 481 
Re-appraisals of Security Values, Earnings and 

Dividend l*orecasts 483 
The Outlook for Merchandising Shares. By George W. Mathis 484 
The Movies Enter a New Phase. By C. F. Morgan... - 487 
What’s Ahead for Machine Tools? By Stanley Devlin 488 
Another Look at the Liquors. By Edwin A. Barnes. 491 
What of the Rubbers Today? By J. C. Clifford 492 
Opportunities for Income and Appreciation in Bonds and 

Preferred Stocks. By Jackson D. NoOrwo0deessssssssesee 495 
For Profit and Income 496 
Answers to Inquiries 498 
Keeping Abreast of Industrial and Company Changes... 499 
The Business Analyst 501 


(Cover: A Flying Ace takes off for Europe. A 30-ton Vought- 
Sikorsky flying boat used by the Amerié¢an Export Airlines for 
transatlantic service.) 











Copyright, 1945, by the Ticker Publishing Co., Inc., 90 Broad St., New York 4, N. Y. 
€. Wyckoff, President and Treasurer; E. A. Krauss, Managing Editor; Eugene J. Foley, 
Vice "President; Arthur G. Gaines, Secretary; B. L. Wilson, Magazine Production Manager. 
The information herein is obtained from reliable souress and while not guaranteed we believe 
it to be accurate. Sin * copies on newsstands in U, S. 50 cents, Canada, 55 cents. Place 
a@ standing order with your newsdealer and he will secure coptes regularly. Entered as 
second-class matter January 30, 1915, at P. O. New York, Act of March 3, 1879. Published 
every other Saturday. 

SUBSCRIPTION PRICE—$10.00 a year in advance in the United States and its pos- 
sessions and Pan-America. Canadian and Foreign Postage, $1.00 additional per year. Please 
send International Money Order or United States Currency. 


TO CHANGE ADDRESS—Write us your name and old address in full, new address in 
full and get notice to us three weeks before you desire magazine sent to the new address. 


EUROPEAN REPRESENTATIVES—lInternational News Co., Ltd., Breams Bldg., 
London, B. C. 4, England. 
Cable Address—Tickerpub 

















AUGUST 4, 1945 








“THE DOW THEORY 
BAROMETER” 


A weekly service pre- 
dicting future trends in 
the stock market by an 
expert on Dow’s theory. 


Send $1 for Four Weeks’ Trial 


GAYLORD WOOD 


204-M Inland Building : Indianapolis 








Albert Ramond & Associates, Inc. 
Serving American Industry Since 1916 
INDUSTRIAL ENGINEERS 


Cost Reduction + Improved Wages 
Production Management 


Chrysler Bidg., New York 17 - Tribune Tower, Chicago 11 
Russ Bidg., San Francisco 4 « 200 Bay Street, Toronto 1 


QLC.£. 


AMERICAN CAR AND FOUNDRY 
COMPANY 
30 CHURCH STREET 
New York 8, N. Y. 














The following dividends have been declared: 


Preferred Capital Stock 
One and three-quarters per cent 
(144%) payable October 1, 1945, 
to the holders of record at the close 
of business September 21, 1945; 


Common Capital Stock 
Three dollars ($3.00) per share 
payable October 2, 1945, to the 
holders of record at the close of 
business September 21, 1945. 
Transfer books will not be closed. Checks will 
be mailed by Guaranty Trust Company of 
New York. 
CHARLES J. Harpy, Chairman 
HowarpD C. Wick, Secretary 
July 18, 1945 





COLUMBIA 
PICTURES 


yy CORPORATION 
<a 

The board of Directors has this day de- 
clared the regular quarterly dividend of 
68%4¢ per share on the $2.75 Preferred 
Stock of this corporation, payable August 
15. 1945, to stockholders of record at the 
close of business August 1, 1945. Checks 


will be mailed. 
A. SCHNEIDER, 
Vice-Pres. and Treas. 
New York, July 17, 1945. 
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a nation-wide search 
for scientists of tomorrow 





Examination of entrants in Science Talent Searches is based 

largely upon rigorous science aptitude tests — to determine 
their research ability, reasoning powers and breadth of scientific 
knowledge. These tests are prepared by Dr. Harold E. Edgerton 
and Dr. Steuart H. Britt, prominent educators and psychologists. 





PLANTS IN 25 CITIES 





HOW ENTRANTS ARE TESTED 


HOW THE SEARCH IS CONDUCTED 


A MAJOR NEED of America today is 
the discovery and development of 
scientific ability among boys and 
girls now in high school. Real abil- 
ity for creative research and engi- 
neering is rare. Many who do not 
now have the opportunity to develop 
their scientific talents will be dis- 
covered and made available for 
America’s future progress through 
the Science Talent Search, con- 
ducted by Science Clubs of America 
and sponsored by the Westinghouse 
Educational Foundation. 


WHY THE SCIENCE TALENT SEARCH WAS STARTED 


The objectives of this unique search are threefold: to discover high school 
seniors of exceptional scientific aptitude — to focus their attention on the 

need for developing scientific knowledge and skill in research — and to make 
the American public aware of the importance of science in their daily lives. 





Each year, high school seniors all over America compete for Westinz- 
house Science Scholarships, of a total value of $11,000, by taking 
these aptitude tests and submitting original science essays. Selec- 
tion of the 40 finalists in the Annual Science Talent Search is 

based upon their records in aptitude tests, scholastic standing, 
recommendation of teachers, and science essays, in the order given. 


WHAT IT HAS ACCOMPLISHED 


To date, 160 brilliant youngsters—winners of Science Talent Searches 
— have been awarded $41,500 in Westinghouse Science Scholarships. 
In addition, 429 winners of Honorable Mentions in the first two Science 

Talent Searches have received scholarships, valued at $132,450, from 

other sources. Of perhaps greater importance, a continuing study of 

one of the early Searches has disclosed that more than 75% of those 
who entered this competition have actually gone to college — against 
a national average of only 35% for high school students! 


SEND FOR SCIENCE TALENT SEARCH LEAFLET 











Westinghouse 


OFFICES EVERYWHERE 


If you are the parent of a scien- 
tifically-gifted boy or girl who 
will be a high school senior this 
fall... or if you know of such 
talented youngsters ...send for 
Science Talent Search Leaflet 
MW-85 which gives full informa- 
tion about these competitive 
awards. Write: Westinghouse 
Electric Corporation, Box 1017, 
Pittsburgh 30, Pa. 


Tune in: JOHN CHARLES THOMAS—Sunday, 2:30 pm, EWT, NBC * TED MALONE—Monday through Friday, 11:45 am, EWT, Blue Network 
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The Trend of Events 


RELIEF FROM DOUBLE TAXATION? ... When Con- 
gress returns from its summer recess and takes up 
proposals for postwar tax relief, the public will hear 
plenty for and against the elimination of double tax- 
ation. The matter appears ripe for a thorough airing 
and, preferably, for some action. 

Corporate incomes are taxed today in the hands of 
corporations at rates ranging from 40% to over 80%. 
Then they are taxed again in the hands of stock- 
holders at rates ranging up to 94% in the highest 
income brackets. By the time earnings have gone 
through that double sieve, there is little left for the 
high-surtax-bracket stockholder, and there is little 
point in his investing for dividend return. 

With a view towards stimulating the flow of ven- 
ture capital—job producing capital—there is mount- 
ing pressure on Congress to end or reduce double 
taxation. In the recent past, it has been attacked in 
numerous quarters—official and unofficial; even or- 
ganized labor recognizes the evil. Thus there appears 
a good chance for some sort of action. The main ques- 
tion is not so much whether something should be 
done but whether remedies should be applied for cor- 
porations or for stockholders. A compromise seems a 
likely solution, with emphasis on easing of the bur- 
den at the stockholder’s end. 

MORE INFORMATION ... As predicted here some 
time ago, the SEC has adopted two new rules, effec- 
tive immediately, for which that agency deserves a 
vote of thanksfrom investors. The new rules require, 
first, that listed companies must notify the SEC of 


the cancellation of any war contracts if the dollar 
value of the business covered by the terminated por- 
tion amounts to 20% of total sales of the previous 
year. And second, that quarterly reports must be 
made showing the dollar amount of unfilled orders at 
the beginning and end of each fiscal quarter, and the 
dollar amount of sales during the quarter, giving war 
sales separately, if the latter amounted to more than 
25% of the aggregate. 

That sort of information will be invaluable in the 
months ahead when mounting cutbacks can be ex- 
pected to eat heavily into company backlogs, and it 
will greatly assist in proper appraisal of transitional 
and reconversion prospects and progress of war-ac- 
tive corporations. In any event, there is now no good 
reason why such information should not be published. 
Its value to investors is readily understood by those 
who still remember the Elastic Stop Nut case which 
incidentally gave rise to the new rules. 

The latter might well be expanded to apply where 
no war business is involved. A few corporations do 
publish quarterly reports of orders on hand, mostly 
top-notchers such as U. S. Steel, Bethlehem Steel, 
General Electric, etc. It would be difficult to prove 
that companies so reporting suffer therefrom. Broad- 
ening of the custom would be a valuable investor aid, 
as would be a general rule requiring all companies to 
publish quarterly reports. Some still don’t though it 
would seem that investors are entitled to such in- 
form” 

SIMPLIFIED SURPLUS DISPOSAL? . . . Replacement 





| RusINEss, FINANCIAL and INVESTMENT COUNSELORS 


1907 — “Over Thirty-Eight Years of Service” — 1945 





AUGUST 4, 1945 


463 





of the original single Surplus Administrator by a 
three-man board under the Surplus Property Act of 
1944 having not worked out well, President Truman 
has asked Congress to restore one-man control of 
surplus disposal. All that remains to be done to make 
this opinion unanimous is for Congress to reverse its 
position; however, that body has deferred action un- 
til October and a general overhauling of surplus dis- 
posal likewise has been postponed. Let’s hope it is 
not an indefinite postponement. 

The weight of evidence so far is all in favor of a 
single administrator. One of the main reasons for the 
long delay in getting surplus disposal under way has 
been the fact that the board itself was split on many 
key issues, such as the treatment of machine tools 
and other termination inventories. Consequently, the 
record of the present three-man board has been far 
from imposing. However, even restoration of a single 
administrator is no sure-fire solution for all that’s 
presently wrong with survlus disposal. Success would 
seem to presuppose administrative independence 
from other Government agencies, and a workable 
surplus disposal law. Unfortunately, the prospect of 
havine that law revamped and placed on a workable 
basis is none too good. due to the political dynamite 
inherent in the entire disposal auestion. 

For the moment, surplus disposal is thoroughly 
confused by many conflicting statutes. It has been 
established that the War Survlus Property Act is in 
direct operational conflict with no less than 250 Fed- 
eral statutes and executive orders, which, unless 
speedily amended, threaten to wrap a blanket of ter- 
rific confusion around the entire disposal problem. 
On the other hand, congressional leaders are said to 
be afraid to rewrite the unwieldv Act until an educa- 
tional ioh among the public has been undertaken. In- 
creasinely, taxpavers have been complaining when 
expensive Government property was scrapned or sold 
as iunk. Legislators hence stress the need for some 
missionarv work to point out to the public the inevi- 
tability of sizable losses. 

There is general recognition that the Act’s weak- 
ness cannot be cured by administrative improve- 
ments alone. What is needed is an earlv review of the 
law as it now stands. W. Stuart Svmington who has 


just taken over the tough iob of chairman of the' 


Surplus Proverty Board is the logical candidate for 
single administrator. Mr. Symington is an able man 
but the job requires more than mere ability. It re- 
quires a workable law, and he should get it. 
FOREIGN OIL GOALS... An American Government 
delegation headed by Secretary of the Interior Ickes 
will soon go to London to renegotiate the Anglo- 
American Oil treaty. That treaty has been redrafted 
bv the State Devartment to meet objections of the 
oil industry, and the new version must now be ac- 
cepted by the British before it can again be submit- 
ted to the Senate. Current hope is that a document 
can be worked out in such a form that other nations 
may ioin simply by signing and without the neces- 
sity for an international conference to write a multi- 
lateral oil agreement. 

It is understood that chief aim of the delegation is 
to negotiate Iranian oil concessions for American 





commercial interests. It will be the first actual test 
for the State Department’s new foreign oil policy, 
stressing the need for official vigilance in safeguard- 
ing American rights and interests abroad. The im- 
portance of active diplomatic assistance to American 
oil companies abroad is amply demonstrated by past 
experience. The need for replenishing American-con- | 
trolled oil resources by adding foreign holdings is no 
less clear. During this war, Western Hemisphere f 
resources and particularly U. S. resources have borne [ 
the main burden of fuelling the Allied war machine | 
while Near East resources, largely British-controlled, [ 
were drawn upon in less degree. 


The State Department has now taken the position 
that the public interest of the United States requires 
maximum conservation of domestic and nearby re- 
serves and large-scale expansion of holdings in for- 
eign oil reserves by U. S. nationals. Hence its active 
support of efforts of American petroleum interests to 
secure and consolidate foreign concessions, especially 
in the Middle East. 


Elsewhere, too, such diplomatic support is urgently 
required. Chief threat to American oil interests in 
the Western Hemisphere are the strong nationalistic 
tendencies in several Latin countries. While Peru has 
refrained from expropriation of privately developed 
oil properties, all applications for new concessions on 
the part of foreign companies ‘have been rejected 
since the latter part of 1943. There have been recur- 
rent rumors that Mexico is ready to revise its oil pol- 
icy by again permitting foreigners to operate in that 
country; but to date, no satisfactory basis has been 
proposed for re-entry of American companies. Solu- 
tion of problems like these will largely depend on 
how effectively the new State Department policy can 
and will be translated into action. 

Total known oil reserves of the world outside con- 
tinental United States are estimated at some 30.6 
billion bbl. Of these, American interests own or hold 
under concession 10.12 billion bbl., British-Dutch in- 
terests 12.25 billion bbl., Soviet-Russia six billion bbl. 
and other interests 2.12 billion bbl. These figures 
point to the need of a strong foreign oil policy that 
fully recognizes our national interest in each of the 
world’s oil areas and promotes a program of action 
commensurate with our national and international 
responsibilities and our future security. Negotiation 
of the Anglo-American oil treaty is a step in this 
direction. 


SPEAKING OF OIL... It appears that reliance for 
“oil security” will not be placed entirely on expan- 
sion of foreign resources, or domestic resources, for 
that matter. Synthetics enter the picture, too. It is 
learned that erection of the nation’s first commercial 
plant for manufacture of synthetic gasoline and 
petroleum products from natural gas will be started 
in East Texas under plans perfected by Hydrocarbon 
Research, Inc., New York. 

Significance of the project which will be under- 
taken for an undisclosed oil company, is great. 
It is tangible evidence of the belief that production 
techniques have been perfected to the point where 
synthetic products can compete with natural petro- 
leum products at today’s market prices. 
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BY ROBERT GUISE 


THE BRITISH LABOR VICTORY 


T= sweeping victory of the British Labor Party 
» may have in its wake no very dramatic imme- 
diate repercussions, yet that the ultimate outgrowth 
is likely to be far-reaching would be difficult to deny. 

Surprising as the decisiveness of the defeat of 
Mr. Churchill’s Government was, the reasons ac- 
counting for the Labor landslide are not at all ob- 
scure. It was the natural reaction of a people deeply 
weary of war and longing for security, internal se- 
curity no less than external. During the election 
campaign, the Labor Party promised a tired elector- 
ate just that—economic security, and Britons made 
their choice in no uncertain manner. They were 
promised not only economic security but a higher 
standard of living, and they want to see this dream 
fulfilled. The spectre of economic uncertainty and 
unemployment, following the sufferings of war, had 
a frightening aspect for the British people. They 
simply rallied to the banner of those making the 
most glowing promises for their economic security. 

Labor’s landslide 
victory was won 
strictly on domestic 
issues, a field in 
which Mr. Church- 
il has always 
shown weakness. 
He was above all a 
war leader. The 
brilliant leadership 
he has given the 
British people dur- 
ing the many years 
of stress loses none 
of its glory because 
of his political de- 
feat. Still it could 
not counterbalance 
the craving for per- 
sonal security that 
a socialist Govern- 
ment promised. In 
turn, it is a tribute to Mr. Attlee and his associates 
that the voters have more faith in them, at least 
in domesic affairs now heavily weighed with post- 
war reconstruction problems. 

Mr. Attlee’s Government must now stand _ ready 
to honor these promises. It will be no small task. 
Fortunately there is every indication that the new 
Government will move cautiously. Leaders of the 
Labor Party are all men accustomed to the respon- 
sibilities of Government; there is little danger of 
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ill-conceived radical policies sweeping the country 
though naturally, there is no point in minimizing 
the socialist philosophy on which the Labor Party 
is built. But responsibility, after all, is a great sta- 
bilizer, and responsibility will be heavy indeed as 
the new Government sets Britain on a new course. 

Just where that course will lead, in the long run, 
is hazardous to predict. In the past, the bark of 
Britain’s Labor has been far worse than its bite. 
The war could have changed that. But saddled with 
sole responsibility, its leaders have an important 
stake in the stability of their country, a considera- 
tion which would seem to leave little room for ex- 
tremist courses. Impending changes in domestic pol- 
icy may well present differences in degree rather 
than in kind though no doubt, under the Labor 
Government, the tempo toward the goal of economic 
security may be faster. 

In the foreign field, Mr. Attlee’s policy is not 
likely to be vastly different from Mr. Churchill’s, at 
least in its broad 
aspects. We already 
have his pledge of 
Britain’s determin- 
ation to finish with 
us the war against 
Japan, and his as- 
surance of fullest 
cooperation to safe- 
guard world peace 
and banish future 
wars. 

However, the em- 
phatic turn to the 
Left by one of the 
world’s greatest 
powers is bound to 
exert a profound in- 
fluence in many 
European nations 
now struggling to- 
wards new inner- 
political orientation. It is in this direction in which 
repercussions abroad might perhaps be felt most 
immediately, and most pronouncedly. Conservative 
Europeans, following the British elections, no doubt 
feel deep concern for the fate of Western Europe. 
To the question of whither their own countries will 
turn, the British elections have given an unmistak- 
able answer. For with the political trend in Europe 
already drastically to the Left, it would be idle to 
deny the most likely (Please turn to page 516) 
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Forces Shaping Today’s Market 


The time factor in the Jap war remains the key market uncertainty and light may 
or may not be thrown on it by the Potsdam Conference. All other factors, includ- 
ing the unliked outcome of the British election, are secondary. The intermediate 
outlook is dubious. Continued caution in investment policy is warranted. 


i Fa em 


oom the year’s highs to last week’s lows in clos- 
ing prices the Dow industrial average was off 
8.17 points or not quite 5%, the rails 7.35 points or 
a bit over 11%, the utilities 1.28 points or less than 
4%. The industrials had cancelled slightly less than 
one-third of their advance from the intermediate 
low of September, 1944, the rails about the same 
proportion. The Magazine of Wall Street price in- 
dexes present a similar picture. 

On a technical basis these are minimum expec- 
tations in an intermediate reaction, but it must be 
noted that rather limited corrections have been 
characteristic of this bull market heretofore. The 
percentage decline so far has been significantly ex- 
ceeded only by that of July-November, 1943, in 
which the industrials went off a maximum of around 
11%, the rails nearly 18%. If this reaction is com- 
parable to that of 19483—which was a psychological 
readjustment as well as a technical correction — it 
may be roughly half-finished on the point scale, with 
the time scale indeterminate. If it is comparable to 
the others—that is, mainly technical—the averages 
could be considered to be at, or very near, a buying 
level now. We see no adequate basis for accepting 
the latter assumption. 

Comparing the situation with that of the second 
half of 1943, there are some pertinent similarities. 
Then there had been a particularly sharp advance, 
over a period of months, in the most speculative 
sections of the market, following which the fall of 
the Mussolini regime turned the market’s thoughts, 
even though mistakenly, to early peace in Europe. 
This time there had also been a large first half- 
year advance, paced by the most speculative stocks; 
and again sentiment on the duration of the war — 
n this instance the Jap war —is in process of re- 
idjustment. 

While reactions almost never are identical in per- 
centage, psychology or environment, we are con- 
inced ‘that this one will prove to be more than a 
ainor, or brief, technical shake-out; and that, there- 
fore, 1943’s July-November performance can b 
tentatively accepted as a rough guide. : 

There is no cumulative liquidating wave. Practi- 
cally all of the damage so far done to the price 
structure since late June was concentrated in a 
half-dozen or so interspersed sessions of sharp sell- 
off, each followed by partial recovery and trading- 
range backing and filling. The market impact of the 
outcome of the British election, very disappointing 
to the conservative point of view, proved no excep- 
tion. There was one day of fairly heavy selling, 
carrying the averages under previous lows by a far 
from large margin, but rallying tendencies devel- 
oped at the week-end. As this is written, the tech- 
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nical evidence suggests that another interlude of 
partial recovery is likely, but we think it very 
doubtful that an adequate base, especially on the 
psychological side, for renewal of the major advance 
has been established. 

Whether the end of the Jap war is very near or 
some months hence, we surmise that, more than 
anything else, the market is readiusting itself to 
this event and the resulting transitional decline in 
production, employment and corporate earnings. 
From this point of view, other developments which 
have caused periodic sp rts of salling — sth as the 
raising of margins and the British election — can 
be considered collateral rather than primary. 

It is not the function of this article to editorialize 
on the British election. Having already registered 
impulsive disappointment, the market can be ex- 
pected to take a “practical” view. On the thought 
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that the election will encourage Leftist trends on 
the Continent, the practical slant is that those 
trends were already in being. If they are a long-run 
threat to our social-political structure, it is impos- 
sible to appraise it in degree or time except most 
vaguely; and it would apply to all forms of private 
property, including bank deposits, and not alone to 
stocks. We doubt that many investors will sell 
stocks on such tenuous reasoning. 

Despite the gleeful response of our own Left- 
wingers and labor leaders, this country had its Left- 
of-Center political upheaval in the 19382 election. 
The reaction here is to Middle-Road. All of the 
evidence is that the present Administration will 
continue the New Deal— even extend it in a few 
respects, notably in broadened Social Security — 
and yet provide maximum possible encouragement 
for private enterprise in postwar taxation and other 
policies. In this connection there are some straws 
in the wind which suggest it is coming more and 
more to the view that the most practical approach 
to the inflation problem is to boost civilian produc- 
tion. This approach implies permitting some further 
rise in basic wage rates, a retreat from over-tisht 
OPA price controls and appreciable tax relief 
promptly after defeat of Japan. 

In relation to the market prospect, the most cru- 
cial time factor in the Jap war probably centers in 
the next three to six months. The severity of the 
impact of the war’s end on our economy depends 
very importantly on the status of reconversion at 
the time. The progress of reconversion so far has 
necessarily been quite limited. Peace tomorrow 
would unquestionably involve a painful jolt to pro- 
duction and employment. But since the processes of 


AUGUST 4, 1945 





JUNE JULY 


reconversion are under way and gradually gaining 
momentum, each month of continuing war propor- 
tionately reduces the potentiality of economic shock. 
In short, we will be better prepared for an upswing 
in production of civilian durable goods, and of such 
non-durable manufactures as are now in short sup- 
ply, three months hence than we are now. From 
a market viewpoint, taking into account both over- 
all economic activity for 1946 and prospective cor- 
porate tax reduction, probably the “ideal” date for 
peace with Japan would be sometime in late Decem- 
ber or early January. 

We think this uncertainty is likely to inhibit in- 
vestment demand until stocks are at lower levels or 
until the consensus, at whatever level, is that the 
end of the war has been adequately discounted. It 
is not possible to feel confident that either of these 
conditions has now been established. Therefore the 
prospect appears to be more zig-zag decline or trad- 
ing-range fluctuation. 

Meanwhile, the greater proportion of existing 
margin accounts are frozen, preventing buying on 
the one hand, inhibiting selling on the other — 
though there might be considerable forced selling 
in event of significant further decline in the aver- 
ages. Undoubtedly there will be no further raise in 
margins as long as the market “behaves,” and it 
looks very much as if it will be quite docile for the 
immediately foreseeable future. That kind of mar- 
ket discourages much cash speculative buying on 
the part of people attracted only to a market both 
rising and active. In a nutshell: the intermediate 
outlook is cloudy-to-dubious. That calls for continua- 
tion of our cautious, selective investment policy. 
— Monday, July 30. 
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EFFECTIVELY SLOWED THE RISING PRICE TREND 
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cena T debate of the question of extending emer- 

gency price control has brought wide divergence 
of opinion as to its past effectiveness but fortunately, 
there is widespread recognition of the advantages of 
stable price structure. It could hardly be otherwise if 
we compare, for instance the relative price stability 
we enjoyed during the present war with the strik- 
ingly contrasting World War I experience. 

Thus while complete abandonment of direct price 
control is being advocated in some quarters, that 
proposal has found very little support. The evils of 
violent price fluctuations are too well known, and too 
much feared. It is only common sense that everything 
be done to avoid their disruptive consequences, the 
hardships and injustices they would impose on wide 
segments of our population. 

By and large, wartime price control—an indispens- 
able task if the war effort was to succeed—has 
achieved its basic objective. It has kept prices down 
to reasonable levels, far lower than they otherwise 
would have been, to the general satisfaction of the 
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consuming public. Criticism of methods has often 
been severe, even bitter, and frequently this criti- 
cism was justified. Errors were made, enormous red 
tape developed and in spite of all efforts—or perhaps 
because of them—black markets have become a wide- 
spread wartime phenomenon. All this, however, prob- 
ably couldn’t be helped, human nature being what it 
is. The fact remains that for the most part, relative 
price stability was achieved with the maximum pos- 
sible fairness. It is well to realize, though, that this 
could not have been done without the full support of 
most business men, farmers, labor and the consum- 
ing public. 
Need for Price Control 


When the need for price control first arose, at the 
outset of the war, three big jobs had to be tackled. 
First, simple and clear pricing methods had to be 
formulated. Then a workable system for enforcement 
of price regulations had to be established. Last but 
not least, an enormous amount of missionary work 
had to be undertaken to assure fuller understanding 
and cooperation from all economic groups. 

Since price control, in one way or another, has af- 
fected all of us, we are all familiar with its various 
stages, its successes and failures, its broad repercus- 
sions in the field of business and industry, and the 
effect it had on our standard of living. In terms of the 
latter, ultimate achievements were by no means neg- 
ligible, as graphically illustrated by the accompany- 
ing charts. 

These show that the cost of living, as measured by 
the Department of Labor Index, rose some 17% from 
1939 until the start of general price control, in May 
1942; the rise thereafter was checked to the extent 
that it advanced only 7.7% in the ensuing year, or 
until May 1943 when the “hold the line order” took 
effect. Subsequently, the rise was held to a nominal 
1.4%, food prices actually declining 5%. 
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Compared with the World War I experience, this is 
a creditable record, even though one might dispute 
the accuracy of the cost of living index. Without 
question, this index does not fully express the actual 
increase in the wartime cost of living. The problem 
of measuring it has too many “immeasurables,” such 
as the change in ways of living due to wartime 
causes and, particularly, the lower quality of many 
goods, especially clothing. Thus while on basis of 
the COL index, the rise since 1939 was no more than 
about 27%, the actual increase may come nearer to 
40%. Still, considering the tremendous pressure 
against price levels due to greatly inflated buying 
power and rising costs, even the higher figure would 
seem to imply a goodly measure of success. Without 
price control, the consumer would not only have had 
to pay much higher prices, but the cost of our war 
effort would have swollen enormously. What this 
would have meant to the taxpayer needs no elabo- 
ration. 

Today, with reconversion getting under way, we 
are facing a new and difficult period when price sta- 
bility will remain an important objective while many 
of the controls over supply and demand which have 
ben largely responsible for wartime stability are be- 
ing eased. The question of what costs and prices are 
likely to prevail comes increasingly into view, and 
prices, as we know, are the heart of the economic 
process. 

In a free market, they determine what shall be 
produced, when, where and in what 
quantities. During the war, the 
functions of the price system were 
largely set aside. Priorities, ration- 
ing, subsidies, production controls, 
direct price ceilings and other 
measures were utilized to maintain 
our economic balance and assure 
highest possible output of the 
goods needed most. As war produc- 
tion is being cut back, many of 
these controls are lifted and prices 
eventually will have to play an in- 
creasingly greater role in distrib- 
uting available supplies. However, 
even the layman will understand 
that a sudden blackout of price 
controls would mean courting dis- 
aster. Instead, a gradual dismant- 
ling of the huge regulation machin- 
ery must be undertaken to keep 
economic disruptions at a mini- 
mum. We have OPA’s assurance 
that ceilings will be lifted as soon 
as possible but even at best, price 
control will bow out slowly. 

OPA, charged with the task of 
“decontrol,” is facing a serious dilemma which is best 
expressed in Price Administrator Bowles’ own words: 
“If we set prices that are too low, we will restrict 
production and foster unemployment. If we set prices 
that are too high, we may well bring about the very 
inflation that we have worked so hard to prevent, and 
disrupt rapid and orderly reconversion. If we are too 
slow in establishing prices, we will discourage busi- 
hess men and will create an atmosphere of uncer- 
tainty that will make the problems of reconversion 
all the more difficult.” 
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This just about puts everything in a nutshell, but 
it doesn’t make the problem any easier. To achieve 
the conflicting objectives of holding prices down and 
at the same time not impede production, OPA has 
formulated a reconversion price program, currently 
subject of much debate and criticism not only as to 
pricing policies but also as to prospective length of 
application. 

Basis of Determination 


Basically, under this program, an industry will 
have a choice of the higher of two alternatives in 
establishing prices: (1) the 1942 level, or (2) the 
1941 costs adjusted upward for increase in the cost 
of materials and the rise in wage rates since that 
date, plus the 1936-39 profit margin. Should individ- 
ual firms find that these prices are not adequate, they 
may apply for relief. Since the standards set are 
over-all standards, such applications may be expected 
in sizable numbers. Fear is that to obtain the re- 
quested relief may be a costly and time-consuming 
process. 

However, there is official recognition of the fact 
that application of the reconversion pricing formula 
may be restrictive upon peacetime production, par- 
ticularly because this formula is applicable to goods 
that had practically disappeared from wartime mar- 
kets. OPA hence took another step in the direction of 
a more liberal policy: It will apply its ‘loose’ recon- 
version pricing policy to almost all consumer durable 
goods that haven’t been produced 
in full volume during the war. As 
a result, far more industries will 
probably be eligible for price in- 
creases than would have been the 
case under the original definition 
of a reconversion item. The deci- 
sion no doubt constitutes an im- 
portant step in expediting recon- 
version. 

This is all to the good. For from 
the public viewpoint, the overrid- 
ing consideration is that produc- 
tion should go forward to give em- 
ployment, supply the markets and 
absorb the inflationary pressure, 
and that expansion should be en- 
couraged. Price increases needed 
to cover costs are not inflationary 
per se, though costs certainly may 
be on an inflated level. The impor- 
tant matter is that small price 
increases, granted promptly wher- 
ever necessary to carry on produc- 
tion, may avert scarcities and pre- 
vent greater price boosts later. 

In the face of wage pressures, 
the OPA’s determined effort to keep reconversion 
prices down to 1942 levels, may not succeed in a good 
many directions. The hope is that labor’s productivity 
has increased sufficiently to offset higher wages but 
the extent of any improvement in this respect is dif- 
ficult to determine at this stage. Many manufactur- 
ers deny it and moreover maintain that the large 
gains in productivity achieved on war goods cannot 
possibly be matched on peace goods. Most likely, 
therefore, price adjustments will have to be made in 
the light of actual reconversion experience. 
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Meanwhile OPA has already presented its “decon- 
trol” program, tentative, to be true, but nevertheless 
a clue of what’s ahead. It calls for lifting particular 
ceilings wherever supply begins to meet demand, and 
it would also free two other types of commodities as 
quickly as possible. The latter include insignificant 
articles which do not affect the general economy or 
average living costs, and products which present ad- 
ministrative difficulties out of proportion to the ad- 
vantage gained by controlling their prices. The latter 
mainly applies to luxury commodities. Time saved in 
exempting these items would be used to concentrate 
on progressive decontrol of the far more vital “cost- 
of-living’’ items, such as food, clothing, rent and a 
host of other every-day articles. 


Termination of Controls 


As to tentative schedules to govern the lifting of 
price controls generally, no specific dates can be laid 
down for obvious reasons. Main test is whether there 
is enough production of a given item to bring supply 
and demand into fairly even balance. This means that 
ceilings will come off a commodity when military 
cutbacks release big supplies for civilians, when labor 
is available for more civilian production, when pent- 
up demand has been largely satisfied. Together this 
means that price control of certain types of produc- 
_ tion will stay with us quite a while. Basic idea is that 
there must be assurance that prices will not “shoot 
up” if controls are lifted. 

Business naturally would like to know just what 
the prospects are in individual instances, and to sat- 
isfy this understandable demand for information, 
OPA has grouped the bulk of products into three 
main categories for price decontrol. These, in the or- 
der in which controls are to be lifted, are as follows: 

(1) Basic materials, output of which has been 
greatly expanded during the war, including alumi- 
num, copper and zinc; also fresh fruits, vegetables 
and cereal products. Ceilings on these are slated to 
go before VJ-Day since output is so high that civilian 
supply will be adequate as soon as Army procure- 
ment is cut substantially. 

(2) Soon after VJ-Day, OPA expects to be able to 
drop ceilings on steel, machinery, castings, most pa- 
per products, rubber goods, soap, household goods, 
clothes, shoes, meats, processed food—except sugar 
which will come later, depending on the supply-de- 
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mand situation. 

(3) Last ceilings to go are those on building mate- 
rials, household appliances, automobiles and furni- 
ture, in short, the type of goods wherefor deferred 
demand is heaviest and civilian scramble for satis- 
faction of this demand likely to be greatest. 

Even then, OPA is likely to exercise considerable 
caution. Price decontrol will be accomplished by sus- 
pending a particular ceiling. Should prices subse- 
quently zoom, the suspension may be revoked. If 
they remain stable for a 90-day period, ceilings are 
definitely off. Prices, in short, will be on their “good 
behavior.” 

As to pricing policies, a battle for their further 
modification is raging right now and may soon enter 
its most crucial phase. A major drive is on, backed 
by some of the large industries, to obtain higher 
prices. Decisions must be reached soon for some of 
the goods including automobiles and other consumer 
durables which are already coming off production 
lines. Any delay may impede reconversion, with un- 
fortunate results in the employment field. 

Producers of the following items are seeking price 
boosts, contending that they can not operate at a 
profit under the original pricing formula: Washing 
machines, vacuum cleaners, radio cabinets, aluminum 
ware, lawn mowers and others. More may join the 
parade. A number of industry-wide surveys have 
been undertaken to determine the justice of these 
complaints; some thirty industry groups have thus 
far asked for an industry-wide “increase factor.” So 
far the Office of War Mobilization has resisted all 
pressure for higher prices, resting its hopes for ful 
employment during and after reconversion upon the 
theory that wage rates are the thing to be lifted. 
This, it stoutly contends, will keep up mass purchas- 
ing power and in the interest of this goal, industry 
should reconcile itself to a temporary price squeeze, 
if such should result from reconversion pricing. This 
assumption of ultimately high production volume is 
obviously looking beyond the reconversion period to 
an expected postwar boom and appears to take no 
account of the effect of prices on the speed of recon- 
version, or the effect of possible operating losses be- 
fore the predicted boom arrives, the theory being 
that it won’t take long to reach high-level output. 


High Production Goals 


Without question, OPA’s pricing formula will 
pinch in a good many situations, most particularly 
small and medium-sized businesses. In an effort to 
minimize this, the agency has recently issued three 
new pricing orders designed for such companies, 
especially thousands of small firms. The new rules 
afford substantial relief to companies with annual 
sales up to $200,000. They will also benefit recon- 
verting manufacturers in industries that as a whole 
never converted to war work and that will have no 
industry-wide application of the reconversion pricing 
formula; they will aid manufacturers who need tem- 
porary prices while awaiting industry-wide price- 
increase “factors,” and reconverting manufacturers 
who need adjustments for hardship cases because 
they cannot operate at their existing ceilings or un- 
der the industry-wide price increase factors. 

While the latest rulings are more generous in 
treatment, overall problems (Please turn to page 514) 
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THE RACE FOR SUPREMACY 
In World Air Transport 


BY 8. &@. 


A MAJOR policy question relating to U. S. over- 
seas air service has finally been decided after 
many months of hearings and heated debate. The 
question was which course we are to follow in our 
quest for what is hoped will be a major share of in- 
ternational air traffic—whether it shall be regulated 
competition or regulated monopoly. The controversy 
has been argued in Congress for over a year, with 
lively participation of interested airline quarters. 
Early in July, the Civil Aeronautics Board settled it 
by deciding that competition among American lines 
on world airways is to be the keystone of our post- 
war aviation policy. 

Thus the Board has rejected the “chosen instru- 
ment” theory, strongly advocated by Pan American 
Airways, pioneer of American foreign aviation, 
which would vest U. 8S. overseas air service in a 
single carrier, in favor of a measure of competition. 
The decision was approved by the White House, and 
in carrying it out, the Board has awarded three com- 
petitive North Atlantic routes to as many U. S. air 
carriers. 


The Winners 


The much-sought routes go to Pan American Air- 
ways, American Export Airlines and Transconti- 
nental & Western Air Service which obtained permis- 
sion to operate air services to Europe, the Near East 
and India with New York, Boston, Philadelphia, 
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Washington, Chicago and Detroit designated U. S. 
terminal points. As part of the decision, the Board 
authorized the acquisition by American Airlines of 
control of American Export Airlines from American 
Export Steamship Co. Under the arrangement, Amer- 
ican Airlines will pay $3 million for 51.4% of the 
233,331 shares of outstanding capital stock of Amer- 
ican Export Airlines, leaving the steamship company 
which organized the airline in 1937, with 24% of the 
latter’s stock. 

The certificates authorizing the new services are 
limited to a term of seven years to permit the Board 
to review operations of the carriers at that time. 
Also, because the decision places Pan American whose 
base air ports are now at coastal points, at a disad- 
vantage in competing against the others which can 
funnel traffic from inland cities to their foreign 
routes, the Board gave Pan American authority to 
initiate service at all six U. S. terminals mentioned 
before. Actually, as a result of the over-all decision, 
many important U. S. inland cities are now in a posi- 
tion of becoming ports ‘on the ocean of the air.” 
Each of the three lines is authorized to operate from 
each of the U. S. terminals mentioned. 

The Board, in making its decision, has proceeded 
on basis of present law without waiting for Con- 
gress finally to settle the long-standing controversy 
whether American interests in international air com- 
merce would be best safeguarded by a single flag line 
or by several competitors. However, there is little 















doubt that Congress will do nothing to upset the 
decision. The way thus appears cleared for develop- 
ment of American international air transport under 
the Civil Aeronautics Act of 1938 which calls for 
“competition to the extent necessary to assure the 
sound development of an air transportation system.” 

It is on this principle that the Board based its 
North Atlantic route awards. The same will govern 
the Board’s action in the Latin American route case 
now coming up for decision, as well in South Atlan- 






Bengasi and Cairo. It is also permitted to operate, 
over a southern route, via Lisbon and Madrid to 
Rome where it connects with services over the north- 
ern leg of its route. 


Why They Won Out 


In dividing up the air lanes, the CAB has awarded 
routes to those lines which in its opinion are best 
equipped for the task. Pan American of course was 
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American Export Airlines operating under a tem- ready exist, hence it is believed operations over por- | 
porary certificate has thus far been authorized to pro-_ tions of the new routes can be begun without await- | 
vide service to Lisbon, Portugal and Foynes, Eire. ing conclusion of diplomatic arrangements with all 
‘The latest award authorizes the company to operate the countries concerned. | 
services via Labrador, Greenland and Iceland to However, there are important gaps. According to | 
Stavanger, Stockholm, Helsinki, Leningrad and Mos- the publication National Aeronautics, countries with | 
cow, and via Newfoundland, to Foynes, Glasgow, which the U. S. now has bilateral “five freedom” | 
London, Amsterdam, Copenhagen, Berlin, Warsaw agreements covering all rights except coastwise traf- | 
and Moscow. fic are Spain, Denmark, Iceland, Eire and Sweden. | 
Transcontinental & Western Air, Inc. has been Turkey and Holland have entered into somewhat | 
authorized to operate from points in the U.S.through more restricted “four freedom” arrangements. | 
Newfoundland and thence, over the northern leg, to U. S. planes have the right of transit and techni- 
Foynes, Paris, Berne, Rome, Athens, Cairo, Jerusa- cal stop in Czechoslovakia, Iraq, India, Newfound- 
lem, Basra, Dhahran and Bombay; and over a south- land, Norway and the United Kingdom. With the 
ern route to Lisbon, Madrid, Algiers, Tunis, Tripoli, British and French, we have prewar pacts allowing Z 
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4 limited number of commer- 
cial frequencies, but the latter 
have not yet ratified the “two 
freedoms” of transit and tech- 
nical stop. The agreement with 
our Canadian neighbor gives 
us the right of transit and non- 
traffic use of its airports for 
transocean travel, plus cross- 
border routes. 

Nations with which we have 
as yet no agreements are Bel- 


gium, Yugoslavia, Lebanon, 
Iran, Portugal, Switzerland, 


Greece and Egypt. In the case 
of Portugal, Pan American has 


own. 
Then there 1S Russia, as yet Consolidated Vultee 

a wholly unknown quantity. — Aircraft Corp. 

No negotiations as yet have been had with that 


‘country which is one potential trouble spot. This 


not only as far Russia herself is concerned but also 


jin regard to countries that now have come under her 
control. The exact status of such countries as Aus- 


tria, Hungary, Finland, Bulgaria and Rumania—now 
Russian-dominated former enemy states, is yet to be 
determined but no trouble is expected about Ger- 
many and Italy. Altogether, important diplomatic 
tasks loom ahead until the point is reached where 
the new route awards can be fully implemented. 

Less difficult is the question of equipment though 
its availability will be a key factor in determining 
how soon North Atlantic air service on the new 
routes can start. For the moment, the most that air- 
lines can hope for is early Army release of suitable 
planes for conversion into passenger transports; at 
best, this will take a few months. However, looking 
beyond immediate needs, the air services have ambi- 
tious plans as to future flying equipment. 

American Export Airlines expects to acquire 44- 
passenger Lockheed “Constellations” for the new 
routes before next spring, at least a few to begin 
with, and is also planning to acquire Lockheed ‘“‘Con- 
stitutions’”’ which have a capacity of 125 passengers 


/and should make the trip to London in eleven hours. 






















Financial Data on Pan American and TWA 
(in millions of $; except where otherwise indicated) 

Pan American _ Transcontinental 
| Airways and Western 
| CAPITALIZATION: 
| Bonds mill of $) 
| Preferred (No. of shares) ......... 
| Common Shares (000 omitted) 1.993 975 
12-31-44 12-31-44 
| Operating Revenues . 41.610 25.340 
| Operating Income 5.442 5.917 
| Balance for common = 1.619 2.753 
| Earned on common, per share $ .81 $2.82 

Dividend rate . 1.00 Nil 
Dividend yield 5.5% _— 

Price Earnings Ratio 22.0 15.4 

Current asset value per share $12.97 $15.60 

Book value per share .. — 16.35 16.85 

Net current asset value per share §.35 SF 

Cash asset value per share... 4.60 10.77 

Current Ratio . : tz 2.4 

Recent market price 17%, 13 | 
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A model of one of the giant 204-passenger 
clippers which Pan American World Air- 
ways has ordered for postwar transport. 






— it may use some Douglas equipment as 
well. 

Pan American’s plans for postwar equipment in- 
clude 56-passenger Lockheeds, 108-passenger Doug- 
las transports, 108-passenger L89 Lockheeds and six- 
engined Consolidated Vultee clippers able to carry 
204 passengers at 340 miles per hour, with a range 
of 3,100 miles. The latter, just about the last word 
in long-range mass air transport, will however take 
some time. 

Besides, Pan American and Export Airlines will 
continue to make full use of their present equipment. 
TWA, similarly, will acquire the latest in high-speed 
long-range transports as soon as they become avail- 
able. It expects to get the first Lockheed ‘“Constella- 
tion” by next February. 


Outlook for Regular Flights 


In aviation circles, it is now held that regular com- 
mercial flights to Europe are a definite prospect for 
ordinary travelers in about 12 to 18 months. Service 
under retention of some system of priority may be 
available sooner, perhaps in nine months. Would-be 
travelers, however, will be able to choose not only 
between three American-operated routes but there 
will be foreign competition as well. Possibly quite 
stiff competition, for rivalry may be expected from 
British, Dutch, Swedish, French and perhaps even 
Canadian lines. Over the nearer term, the threat is 
not particularly ominous, for potential foreign com- 
petitors lack suitable equipment and it will take them 
some time to obtain it. In the longer range, especially 
if heavily Government-subsidized, foreign competi- 
tion may become a factor, however. 

Even today, a British line is operating a transat- 
lantic air service from Baltimore to England, and a 
Canada-U. K. service has been in operation a long 
time, though restricted to war-essential traveling. 
Also, British Overseas Airways as the Empire route 
monopoly can be expected to furnish competition be- 
tween European points and the Near East and India. 
And British inter-European competition may be 
keen. Equipment is the largest fly in the British 
transport ointment. The (Please turn to page 513) 
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Axis Assets in the U.§8., 
—What’s Being Done With Them 


BY JOHN DANA 


Bim fate of enemy-owned assets in this country 
is up for early decision. At present, the Alien 
Property Custodian holds some $450 million worth 
of German and Japanese-owned wealth and prop- 
erty. These holdings are creating acute problems 
for both the present and future. The end of the war 
in Europe brings the Government up against the 
question of what to do with these seized assets and 
Congress must soon formulate a policy for their 
disposal. 

Enemy-owned property now in the hands of the 
Alien Property custodian ranges all the way from 
large corporations and sizable bank balances to ships, 
trusts, real estate, small businesses and a miscellany 
of personal belongings. German and Japanese frozen 
funds come to about $220 million. Previously frozen 
under Treasury supervision, these funds have lately 
been taken over by the Custodian who already holds 
some $230 million worth of other assets confiscated 
early in the war. This doesn’t include control over 
part-enemy-owned enterprises in this country. 
Counting these in, the Custodian controls directly 
or indirectly about $484 million worth of property, 
in addition to the frozen funds mentioned above. 
However, the property held is expected to have a 
net liquidating value of no more than about $232 
million, exclusive of any valuation for 46,000 patents, 
200,000 copyrights and 400 trademarks that were 
also taken over. 


Big Liquidation Job 


Obviously, disposition of these assets is a full- 
sized job. After the last war, German property 
holders ultimately got back about ten cents on the 
dollar, the rest being used as offsets against Ameri- 
can claims. This isn’t likely to happen again, for 
American investments in Axis countries alone 
amount to about $1,775 million, as of the start of the 
war, and property damage is likely to be extensive, 
thus the Custodian’s holdings may not go far as an 
offset against U. S. property losses. Moreover, by a 
decision recently reached, none of the enemy-owned 
property is to be returned to its former owners. 
Instead it is proposed that all enemy assets be liqui- 
dated entirely and the proceeds used to compensate 
American citizens whose property has been confis- 
cated by the Axis governments. However, these 
claims will exceed by a wide margin the value of 
the Custodian’s holdings, as the aforementioned 
figure clearly show. Such a policy has the support 
of the Custodian’s office, of the Treasury Depart- 
ment and the State Department; ultimate policy 
however may be influenced by decisions made at the 
current reparations conference in Moscow. | 

Meanwhile, theoretically at least, the Custodian’s 
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policy is to liquidate all assets but such disposal so 
far has moved very slowly. Only a bare start has 
been made. Latest figures show that some $27.5 


million has been received from sales and liquida- | 
tions, with $365 million worth of assets remaining 

to be disposed. German interests in 260 business en- § 
terprises were seized and only eleven so far have f 


been sold, all relatively small. 


The rest of seized enemy enterprises are now run- | 
ning under the Custodian’s management, the latter — 
acting like an ordinary stockholder but seeing to it [ 


that management is properly ‘‘cleansed” and operat- 
ing in the interest of the war effort wherever pos- 
sible. Thus many of these enterprises are contribut- 
ing directly and importantly to military production. 
Seventeen of them have won Army-Navy “E” 
awards. Some of the products they supply include 
aviation magnetos, potash, armor-plate, pharmaceu- 
ticals, surgical instruments, coal tar dyes and photo- 
graphic supplies. War production of these concerns 
in 1943 alone exceeded their total sales volume of 
civilian and military goods in 1942. 


Sales Terms 


As to sales methods to be followed, all business 
enterprises are to be disposed of by public sale. The 
highest bidder usually gets the property but four 
primary conditions must be met: The bid must be 
satisfactory and the bidder competent to operate 
the company; also the plant must continue as a com- 
peting unit and there must be absolute assurance 
that it will not revert to German or other unfriendly 
ownership. 

Some of the Custodian’s industrial properties 
represent important components of American in- 
dustry. Highest on the list is General Aniline & 
Film Corp., formerly a subsidiary of I. G. Farben, 
the German Dye Trust. The corporation has been 
reorganized under American ownership and man- 
agement and is an important contributor to the war 
effort. Others include American Bosch Corporation, 
manufacturer of fuel injection equipment and mag- 
netos, American Potash & Chemical Corp., a pro- 
ducer of potash, soda, borax and their derivatives, 
and Schering Corporation, an important manufac- 
turer of drugs and serums. At the Custodian’s order, 
General Aniline sold its 50% interest in Winthrop 
Chemical Co. to Sterling Drug for $9.5 million. There 
are others, of lesser importance, but nevertheless 
not unimportant factors in their lines of business. 

If so far, disposition of enemy-owned business 
properties has been slow and difficult, disposal of 
the Custodian’s holdings of patents and patent ap- 
plications may prove even more troublesome; but 
also they may well be relatively more important, 
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for many of these patents are quite valuable. 

patents vested from nationals of enemy countries 
have been made freely available to Americans under 
a policy of royalty-free nonexclusive licensing. As 
of June 30, 1944, the Custodian’s office had issued 
licenses covering 5,853 different patents and patent 
applications. All the patents held cover a wide range 
of fields but are most heavily concentrated in chem- 
istry, electrical equipment, plastics and pharma- 
ceuticals. 

The Custodian’s office has widely circularized the 
country concerning these patents. Lists and descrip- 
tions are available, and an American businessman, 
upon payment of $15, may receive a license to use a 
patent royalty-free. So far, the response has been 
modest; apparently lack of materials and manpower 
has prevented wider use of the opportunities offered 
but a much more widespread utilization is expected 
when reconversion to civilian production really gets 
under way. Demand thus far has been chiefly for 
chemical and electrical patents, and interest has 
been picking up since VE-Day as manufacturers be- 
gan looking around for good postwar production 
potentials. 


Disposal of Patents 


At present, the Custodian’s office has under con- 
sideration three proposals for the permanent dis- 
position of enemy-owned patents. Two of the pro- 
posals have to do with disposal of so-called “loose” 
patents, that is patents in which no Americans have 
any financial interest. The third proposal suggests 
a method for dealing with patents in which Ameri- 
can capital has acquired rights: the latter include 
a goodly number of very valuable patents. 

The proposals which may be sent to Congress for 
further discussion with or without recommendations 
are (1) that the Custodian’s office investigate close- 
ly the interests of any American concerns. Should 
investigation show that American interest is a sub- 
terfuge intended to permit eventual reacauisition 
by the enemy interests, the Custodian would be em- 
powered to dedicate the patent to the public. (2) 
That all patents in which there is no American in- 
terest should be dedicated to the public, simply by 
“acceleration” of the expiration date. And (3), con- 
tinuation of the present svstem under which ‘“Joose” 
patents can be acquired for $15 on a nonexclusive 
nonroyalty basis. 

It is considered certain that the Custodian’s office 
will recommend legislation dealing with the problem 
of American interests in enemy-owned patents along 
the above lines. But there is one primarv objection 
to declaring all “loose” patents in the public domain. 
Such a program, it is contended, might cause dis- 
crimination against American interests if other 
countries fail to pursue a similar course. Thus an 
international agreement would be necessary to avoid 
complications which might result from establish- 


ment of such a policy by this country alone. Con- - 


gress, therefore, may be strongly urged to arrange 
for an international conference to settle this point. 

As to patents, there is a difficult corollary problem 
to be solved, namely that of disposition of patents of 
former enemy-occunied nationals, or rather, the 
question of return of such patents to their owners. 
Of the 46,000 natents vested in the Custodian’s 
office, only 33,000 were enemy-owned, the rest be- 
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longing to nationals of formerly enemy-occupied 
countries. The Custodian originally tried licensing 
such patents on the same basis as enemy patents, 
that is royalty-free and nonexclusive but protests 
from Governments in exile interfered with this idea 
and policy at present is to license them on a reason- 
able royalty basis. So far there have been very few 
American takers, for interested manufacturers real- 
ize that when and if owners in liberated countries 
get their patents back, the licenses will have to go 
with them. Naturally, this may lead to complica- 
tions, just as giving patents back may prove a good 
deal more difficult than taking them over. 


Scientific Literature 


The Custodian’s office has also undertaken a 
program to make foreign scientific literature freely 
available under seized copyrights, especially to those 
engaged in war work. Scientific books were licensed 
on a nonexclusive basis and licenses are royalty-free 
until all costs of reproduction have been covered. 
Thereafter, royalties are computed at standard rates 
and accrue to the Custodian’s office. Further, the 
Custodian has issued licences for reproduction of 
1,592 works other than books, including musical 
compositions and miscellaneous items. 

Among other things, eight million feet of motion 
picture film, representing 1,500 titles formerly owned 
by nationals of enemy or former enemy-occupied 
countries have been vested. However, an attempt 
recently to license for exhibition fifty German and 
Austrian motion pictures has met with determined 
opposition in the motion picture industry—not to 
mention communist quarters which promptly em- 
barked upon an editorial crusade—and the invita- 
tion for bids was finally withdrawn. 


Offset Claims 


Obviously, eventual disposition of former enemy 
property will bring a sizable amount of cash and 
most likely, funds thus realized will be used to settle 
the claims of American citizens against the German 
Government. None of the properties seized will be 
returned to former owners. Plants, patents and other 
assets will remain in American hands, constituting 
a permanent addition to our economy. As to the set- 
tlement of American claims, the most likely course 
will be some sort of pro rata distribution of the 
proceeds obtained from the sale of all assets held. 
However, procedure along such lines, just as formu- 
lation of a general policy, awaits congressional ac- 
tion and decision on legal problems involved. Con- 
sress may start tangling with the problem soon after 
its summer recess. 

As previously hinted, there may be an internation- 
al aspect to the entire question of disposition of 
Axis assets. We do not know what if anv decisions 
affecting American-held assets are or will be made 
at the Moscow reparations conference, and to what 
extent the matter figured in recent deliberations of 
the Big Three at Potsdam. 

Perhaps an effort may be made to have all con- 
fiseated axis assets lumped together in a common 
pool for pro rata distribution; however, the pros- 
pect of American consent to such a suggestion—as 
far as U.S.-held axis assets are concerned, would 
seem remote. 


475 








Charies Phelps Cushing Photo 


Happening tn Washington 





J. A. KRUG, chairman of the War Production Board 
foresees four million persons dropped from war 
plants and one million discharged from military serv- 
ice—a total of five millions—by Sept. 1. But he sees 
reconversion well on its way by that date. By De- 
cember, says Krug, all five millions should be back 
on jobs. Organized labor takes issue; says the pre- 





Washington Sees: 

With the country hardly more prepared for 
peace than it was for war, House members have 
closed shop and gone home for a long recess, 
leaving the Senate to pick up loose ends of inter- 
national agreements, then follow suit. 


Realization is acute on Capitol Hill that the 
war in the Pacific could wind up on short notice. 
But that did not deter the lower branch from quit- 
ting the Capital without first giving heed to that 
eventuality. 


Surrender by Japan—in whatever form it ulti- 
mately comes—would collapse the munitions in- 
dustry which now is running at the rate of 5 bil- 
lion dollars a month. Cutbacks in that field are 
not scheduled for sharp application; at the end 
of the current calendar year munitions output will 
be sailing along at about 48 billion dollars an- 
nually, unless there is early revision of procure- 
ment policies. 


Should the war with Japan end with the sud- 
denness which many highly placed persons be- 
lieve it will, the pressure upon the military agen- 
cies to release men in the United States will be 
tremendous, and effective. That would flood the 
labor market far in advance of its capacity to 
absorb millions of men. 


Whether House members could improve the 
outlook by staying on the job may be debated. 
But their action, viewed in the light of repeated 
warnings to others that the job of war is far from 
done, hardly catalogs as following one’s own 
preachments. 
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diction is too optimistic, points to prospective short-f 
ages in steel, lumber, textiles, ball bearings, ani 
small motors, as bars to quick reconversion. 

STRAW in the wind is the War Production Board's 
action restoring controls on sale and installation oi 
oil burners. It points to renewed trouble with fuel oil 
supplies for domestic uses, because the reason given 
by WPB is the enormously increased demand for oil 
in the Pacific theatre. The controls were revoked 
only two months ago. Sales and installations now re- 
quire OPA-PAW approval. 

AIRPORT and air park program, upon which the avia- 
tion industry and several others rely heavily for im- 
mediate post-war business, is standing still. Civil 
Aeronautics Administration is convinced the billion 
dollar expansion plan will not proceed unless national 
policy is changed to give financial assistance in the 
purchase of sites. Present idea is to contribute only 
toward the cost of developing properties acquired by 
cities and states. 

UNITED STATES will be virtually the single source 
for materials when the Philippines launch a program 
of war-damage repair. Estimated cost is 165 billion 
dollars. Bulk of the work will be restoration of elec- 
trical communications, roads, bridges, irrigation, 
public buildings. The prospective cost is cooling de- 
mands for National Independence, already chilled by 
the sugar tariff outlook. 

INDUSTRIES using metal containers can expect no 
relief from the present shortage of materials before 
the first of the year. Military demands have eased 
to meet seasonal food packs but will be stepped up in 
the fourth quarter. Tin stocks are still short. Ray of 
hope for companies which can convert to packages 
of the V-Box type is the prospect that WPB orders 
there may be relaxed soon. 

SUGAR PROSPECTS are improving. Puerto Rico may 
contribute 930,000 tons but it won’t be soon enough 
or large enough to save industrial users from the 
pinch in the late months of 1945. Candy makers, soft 
drink bottlers and bakers will suffer in that order. 
OPA has refused several applicants permission to 
close down some units in chain operations, transfer 
sugar to others. Allocations aren’t transferrable, is 
explanation. A fight looms on that point. 
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President Truman's call for one-man surplus property 
disposal administration was a relief to congress. It furnishes 
the excuse to open up a lamentably weak and cumbersome law under 














congress that placed compromise ahead of sound legislating. 





Additionally it will give the White House a direct 
connection to the policy-making office, instead of the present 
party-line which has two Roosevelt appointees, only one named by 
Truman. William S. Symington, the President's choice to succeed 
Guy Gillette as chairman, will be the one-man director. | 


























Experience of the automobile industry as it heads toward 
probable Jan. 1, 1946 end of rationing suggests important change 
in the national distribution system. If car manufacturers expe- 
rience is duplicated in other civilian lines, early orders will 
be heaped upon rural dealers. 
































Prospective purchasers are placing their orders in the country where, up to 
now, there hasn't been the great backlog of orders found on the books of city 
dealers. 








The Interior Secretaryship will change hands soon. Harold L. Ickes will get 
his walking papers after building the office from a second-rate Cabinet spot to one 


of top rank. Blanketing of oil control into that portfolio accounts chiefly for 
ascendency. _ 














Edwin Pauley, West Coast oil man and democratic party chieftain has turned 
down the appointment. It has been offered to Pearson Hall, Pauley's nominee. He's 
unknown in the national picture. He's also from the West Coast, also engaged in the 
oil business. 











Discordant note in the otherwise harmonious reconversion program is being 
struck by OPA. Agency is taking the view that manufacturers should resume produc- 
tion of particular items at a loss if the long-range, overall profit picture is 


good. coulin a 























Industry doesn't see it that way. Result may be Slowing down of changeover 
at many points in the hope that spot-check will show price plan impractical, induce 
OPA or congress to take remedial steps. 




















How to do business with Russia is subject of a new publication by Department 
of Commerce which explains in simple, understandable terms the operations and 
methods of Amtorg Trading Corporation and paves the way for sales to and purchases 
from the Soviet. 








Whatever political view American businessmen may have toward the USSR, Chase 
National Bank of New York which handles Russia's payments on basis of invoices sub- 
mitted, has this encouraging word: "There is no record of refusal to pay an invoice 


properly drawn up and supported by shipping documents." 
































Listed in the publication are Soviet materials, products and manufactures ; 
Soviet export combines, import combines and export-import combines. Long-term 
financing plans are discussed. Objective is to fill the gap to be created when -- 
shortly -- the Soviet Purchasing Mission closes shop in WaShington. 














Post-war reconstruction plans of the Philippines calls for outlay of 
$165,000,000 with United States looked to as supply source for materials. Electri- 
cal communications, roads, bridges, irrigation and other public works make up bulk 








AUGUST 4, 1945 477 











of war-damaged facilities. The work will take four years at a minimum. Cost esti- 
mates are cooling cries for Philippine Independence. 





Treasury is getting support from Capitol Hill in its drive to ferret out 
large denomination bills cached in strongboxes and safety deposit vaules. Senator 
Brien McMahon and Rep. J. P. Geelan are sponsors of joint bills to give Vinson a 
small army of investigators. 

















Tax avoidance and black market operations, says the McMahon-Geelan team, are 
being covered by passage of banknotes as high as $10,000. Unacceptable in normal 














smaller bills. 





Underlying the pending campaign is a belief in high circles that many of the 
250,000 "refugees" who entered the United States since 1938 are well-heeled and 
carrying on profitable trading. Profits of nonresident aliens won in stockmarket 
transactions, says McMahon and Geelan, are nontaxable. Congress members propose 
study of their extent, concurrent with the search for large denomination bills. 


























Much less relocation of industrial plant bv reason of wartime expansion, 
than was generally expected, is the finding in a WPB study of the subject. Labor 
supply, transportation, and need for Speed caused concentration in areas where 
Similar factories operated before the war. 

















fact that government funds built 75 per ceit of the war-added plants: government, 
$15,800,000,000; private funds, $4,500,000,000. 











Universal military training is likely to become a fact in time to provide 
the armies of occupation in conquered territories. One year's service for boys 


between 17 and 22 years is the prospect. Military affairs committee will recom- 
mend it. 














Important aid to business and industry as they face the reconversion period 
will be War Manpower Commission's new "Directory of Labor Markets." Listed are all 
communities of 1,000 or more population within WMC's $01 classified labor market 


areas. Text is supplemented by maps. Leading industries of labor market areas are 
given. 

















Secretary Schwellenbach is reversing position on the Bureau of Labor Statis-~- 











tics, subject of early critical comment by him and thought to be marked for over- 
hauling if not extinction. The Labor Department head is slowly revising his atti- 
tude following flood of protests. 











BLS, little heard-of statistical agency, stood as the lone government office 
equipped to discuss living cost rise, met labor organizations data with facts and 
was responsible for such stabilization as the Little Steel Formula effected. With- 
out BLS salary and wage schedules would have skyrocketed, national economy throws 
out of balance, OPA ceilings punctured. 
































executive order giving Federal Reserve Board control of real estate credit. It was 
bogged down by Morgenthau's coolness towarji it. Vinson heartily supported it and 














Network of airports and air parks will cut deeply into available plots in 
agricultural areas. Land prices obviously will be subject to fluctuations espe- 
cially if Civil Aeronautics Administration convinces congress the government must 
assist in purchase of land, not only in developing it, if the billion dollar expan- 
sion is to be productive of results. 
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INVESTOR SIGNIFICANCE 


In Current Wave of Corporate Financing 


BY WAR 


OLLOWING the busiest April-May new issues 
market since 1930, all public offerings of new 
corporate securities have been taboo since June 1 to 
clear the way for the Seventh War Loan. But there 
was no let-up in work on financing programs and 
underwriting circles were busily completing arrange- 
ments for forthcoming offerings. 

With the “Mighty Seventh” over the top, a huge 
accumulation of corporate financing, estimated as 
high as $1 billion, has become due for early offer- 
ing. Some important issues have already reached 
the market and new ones are being offered almost 
daily. Scheduled offerings undoubtedly constitute 
the largest volume of security sales by private con- 
cerns ever to be overhanging the market at any one 
time, and especially to be planned for distribution 
within the relatively short period of a few weeks. 

Once again, bond issues will predominate. Of the 
estimated $1 billion total, bond financing will ac- 
count for approximately $700 million and preferred 
stock offerings for roughly $250 million. The dollar 
value of contemplated common stock offerings is 
more difficult to calculate but in view of the several 
sizable blocks in registration or announced as forth- 
coming, that phase of the financing program may 
well exceed $100 million. Thus a substantial broad- 
ening in the gradually growing trickle of equity 
financing is distinctly indicated. 

The Government’s easy money policy continues 
as a strong impetus toward refundings, enabling 
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D GATES 


corporations to reduce interest and dividend charges 
on a broad scale. Moreover, the end of the European 
war and the subsequent easing of some of the re- 
strictions on peacetime production and activities is 
spurring certain corporations to anticipate, to some 
extent at least, their conversion and early postwar 
financial needs. A sizable yet still relatively small 
percentage of the current backlog of offerings can 
be traced to that trend. 


Refundings Predominate 


While refundings—merely the replacement of out- 
standing securities with new lower-cost 
dominate the investment market and account for the 
bulk of the offerings scheduled for the summer 
months, new money offerings are thus showing up 
in increasing volume; stock issues should become 
more numerous in the future. The normal cycle, 
now very much in evidence, is toward mounting 
emphasis upon preferred stock financing, and away 
from bonds, eventually spilling over into equity fin- 
ancing through the medium of common stocks. This 
trend should be accentuated as corporations appraise 
their postwar requirements and as long as invest- 
ment conditions continue favorable for new money 
borrowing. As to the latter, the huge schedule of 
new financing certainly emphasizes the confidence 
of investment bankers and issuing companies in the 
market’s ability to absorb unprecedented amounts 
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of new securities. The growing dearth of investment 
media is well known. 

With transition ahead and corporations preparing 
financially to return to their normal functions and 
in many cases to expand operations, equity financ- 
ing is particularly appropriate. In other words, pri- 
vate enterprise is now getting ready to make gradu- 
ally increasing drafts upon the reservoir of unin- 
vested capital. Particularly prominent as a partici- 
pant in the equity financing field will be the drug 
trade. Bristol-Myers Co., finding it necessary to seek 
additional working capital recently sold 75,000 
shares of $3.75 cumulative preferred stock. Sterling 
Drug sold $12.5 million of 314% preferred stock to 
refund bank loans and obtain $3 million of cash. 
E. R. Squibb & Sons offered for sale $15 million 
4% preferred stock to refund present $5 and $4.25 
shares and acquire $5 million additional working 
capital. 


Larger Issues 


However, these won’t be the largest issues. Rey- 
nolds Tobacco Co. has sold $49 million of new pre- 
ferred to pay off bank loans. Commercial Credit Co. 
plans sale of additional $25 million of preferred to 
refund 414% stock now outstanding and secure 
$12.5 million new cash. Union Oil Co. of California 
has already sold $25 million of 234% debentures 
and an equal amount of new 334.% preferred stock 
to ene bank loans and obtain $10 million new 
cash. 

New preferred stock offerings for straight refund- 
ing purposes, according to tentative schedules, will 
be equally heavy. Large issues have been planned 
or already sold by Colgate-Palmolive-Peet Co. ($12- 
500,000), Crane Co. ($16,000,000), Champion Paper 
& Fibre Co. ($10,000,000) and Panhandle Eastern 
Pipeline ($15,000,000), to mention but a few. As a 
result of recent trends, we find that 6% and 7% 
preferred stocks are now giving way to issues bear- 
ing dividend rates of 4% and less. A new low for pre- 
ferred dividend rates was first established when 
Corning Glass Works offered a 314% preferred issue. 
Fact is that proposed dividend rates on many con- 
templated new preferred issues have reached levels 
about as low as those carried not so many years ago 
by underlying mortgage bonds of the same compan- 





ies and apparently, the end of this downtrend is not 
yet in sight. 

Common stocks headed for the market this sum- 
mer include 3,986,522 shares of Pan American Air- 
ways recently offered to the public; 412,596 shares 
of Philadelphia and Reading Coal & Iron; 450,000 
shares of Manufacturers Trust Co.; 150,000 shares 
of Jacob Ruppert; 152,500 shares of Bausch & Lomb 
Optical Co.; 32,500 shares of Eversharp Inc.; and 
58,264 shares of Ferro Enamel Corp. Some of these 
have already been offered; the others are in regis- 
tration and will come into the market in due course. 
Still others are contemplated. 


A.T. & T. Sells $175 Million 


Heading the list of current bond offerings is the 
$175 million issue of 234,% debentures of the Ameri- 
can Telephone & Telegraph Co. to refund presently 
outstanding 314% debentures. It represents the 
largest single corporate bond issue ever to go into 
registration and to be offered in one operation. It 
may have to compete with another Bell System 
offering as Southern Bell Telephone & Telegraph 
Co. has already registered for sale $45 million of 
23/,% debentures. These two are only part of the 
flood of new bond offerings expected. So many are 
indicated that it is believed some arrangement for 
spacing them will be vitally necessary to avoid tem- 
porary market congestion. 

Most of the proposed bond issues will be sold 
through the competitive bidding route and under- 
writers are mindful of the fact that even slight mis- 
calculation toward overbidding, which would neces- 
sarily mean overpricing to the public, could seri- 
ously slow down market absorption. There have been 
three_such cases, one of them the unsuccessful $53 
million Louisville & Nashville operation which in- 
volved a record-breaking 274% coupon offered at 
9814. These bonds have moved slowly, apparently 
reflecting reluctance of the insurance companies to 
go under 3% on yields on railroad issues. Appar- 
ently, competitive bidding carried the price some- 
what too high, with the result that the offering 
syndicate reportedly retailed less than 50% of the 
issue. The market price subsequently declined from 
the offering level (Please turn to page 513) 




















Summary of Corporate Financing During the Five Months Ended 
May 31, 1945, with comparison of 1944. 
: 1945 — ee en 
New Capital Refunding Total New Capital Refunding Total 
DOMESTIC— $ $ $ 5 $ $ 
Long-term bonds and notes 228,881,628 1,398,698,992 —1,627,580,620 134,945,006 424,909,994 559,855,000 
Short-term 44,000,000 44,000,000 2,000,000 10,750,000 ‘12,750,000 
Preferred stocks 118,445,275 171,477,350 —«-289,922,625 «84,968,082 —«-'152,079,218 237,047,300 
Common stocks . 52,419,029 12,130,872 64,549,901 30,011,993 351,675 30,363,668 
CANADIAN— 
Long-term bonds and notes 25,000,000 25,000,000 een 26,000,000 26,000,000 
OTHER FOREIGN— 
Common stocks 900,000 900,000 Mer ey re ees ee een 
Total corporate 400,645,932 1,651,307,214 —2,051,953,146 251,925,081 614,090,887 866,015,968 
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ARTIME corporate gains in net earnings and 

working capital have brought encouragement to 
many holders of preferred shares burdened with 
dividend arrears. While instances have not been in- 
frequent where full payment of such accumulations 
has finally restored shareholders to their normal 
status as recipients of regular income and with all 
past due amounts paid up, more often than not the 
benefit has been progressive, signalizing company 
policies and hopes to eventually clean up the sheet by 
further distributions of cash or by some attractive 
compromise. 

Although speculative enthusiasm in many cases 
has pushed prices skyward for numerous preferred 
issues formerly depressed to dismal levels under the 
weight of heavy dividend accumulations, marked 
changes in individual company progress during re- 
cent years may have warranted this reflection of in- 
creased investor confidence in selective instances, 
leaving opportunities for appreciation and cash wind- 
falls still on the cards, and naturally with less at- 
tendant hazard than if equities were involved. 

Preferred stocks clouded with unpaid dividends 
share all the protection afforded more highly rated 
privileged issues with distributions kept right up to 
date, such as were discussed in a recent issue of the 
Magazine. Fact is that cumulative dividends in ar- 
rears must be cleared up to the satisfaction of pre- 
ferred shareholders before owners of the common 
can have so much as “a look in” at net earnings. But 
lack of fundamental earning capacity alone is not al- 
ways the cause of mounting preferred arrears. True, 
cyclical variations in corporate income may tighten 
treasury outlays, but even when results remain con- 
sistently in the black, heavy debt service or desire to 
build up working capital during an extended period 
has led many a strong concern to withhold dividend 
payments to its preferred shareholders. 
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Ample wartime earnings and the stimulus of tax 
credits for debt retirement, has boosted liquid re- 
sources of many concerns and reduced service charges 
to a point where logical steps to clean up preferred 
arrears appear to be much in evidence. And where 
accumulations of this sort have become top heavy, 
an abnormally easy money market facilitates capital 
compromises or reorganizations on a basis bound to 
please patient owners of unproductive preferred 
stocks. So varying are the fundamentals and outlook 
of different concerns in the category under discus- 
sion, that brief comments on those listed on the 
accompanying table may prove helpful. 


American Woolen Co. 


American Woolen Co., world’s largest manufac- 
turer in its field, paid dividends regularly on its pre- 
ferred stock in the 1900-26 period, but due to an 
erratic earnings record from then on until 1940, 
large arrears piled up on this stock. As net earnings 
for the past five years have been large, distributions 
to preferred holders have averaged $9.40 per share 
annually, leaving substantial amounts for additional 
working capital. Thus far in 1945, additional pay- 
ment of $4 in arrears leaves a net unpaid amount of 
$67.25. Postwar outlook for the company is good and 
eventual full clearance of arrears, possibly through 
capital adjustments, could occur. In that case, net 
cost of the preferred at recent price around 120 
would be about 60, enhancing its speculative poten- 
tials accordingly. 

Refinancing on a huge scale at low wartime rates 
has permanently improved prospects for gradual 
clearance of accumulated dividends on Armour & Co. 
6% prior preferred stock. A full $6 per share was 
paid holders in 1944 and quarterly payments of $1.50 
continued in the current year, leaving arrears at 








| Industrial Preferred Stocks In Arrears 











a—Paid a/c accums. q—regular quarterly dividend. r—.50 paid a/c accums and .50 regular quarterly. s—.37'/2 paid a/c accums 


Dividend Price 

Rate Par Callable 

American Woolen $7.00 $100 N.C. 
Armour... zh = 6.00 No 115 
Curtis Publishing 7.00 No 120 
The Fair 7.00 100 110 
General Cable 7.00 100 110 
Kinney, G. R. 5.00 No 105 
Maytag _.. 3.00 No 55 
National Supply 0... a 2.00 40 40 
Phillips-Jones beer 7.00 100 115 
Robbins & Myers ....... e 1.50 No 26\/, 
United Stores .................. Cue eee 6.00 No 115 

and .37!/2 regular quarterly. 


1945 Current Net Arrears 
Price Range Price Latest Payment per share | 
128!/o-100!/g 120 a $2.00—6/15/45 $67.25 | 
117!/5-102!/5 114 q 1.50—10/1/45 28.50 
140 -122!/ 130 a 5.00—12/28/43 48.62!/. | 
139-125 136 a 1.75—8/1/45 31.50 
139 -11434 130/39 q_-*(1.75—8/1/45 52.50 
90 - 72'4 83/44 gq 1.50—5/25/45 2.50 | 
49\/p- 4034 44 q  .75—8/1/45 2.00 | 
331/4- 27/4 27'/n r 1.00—6/30/45 4.50 | 
120 -111 116 q 1.75—8/1/45 22.75 
331/4- 29/4 33 s  .75—6/15/45 10.50 
11434- 98/5 111 a 3.00—6/28 /45 6.00 
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$28.50 per share. Favorable postwar prospects and 
potential relief from EPT taxes may point to an not 
unlikely further improvement in net earnings which 
would facilitate satisfactory adjustment of the ac- 
cumulations. Granted such an eventuality, a net cost 
of 90 for the shares would appear moderate; if dis- 
tributions were stabilized for a long period, the cur- 
rent price around 114 would not be out of line. 


Curtis Publishing Co. 


An interesting preferred stock with $48.62 in ac- 
cumulated dividends is the 7% cumulative issue of 
Curtis Publishing Co. While these shares are junior 
to a substantial amount of debentures and prior pre- 
ferred, only some 32,300 shares are now outstanding, 
annual dividends involving a sum of only $226,100. 
As net earnings of Curtis applicable to this issue 
aggregated $71.50 per share in the last two years, 
and postwar prospects for the concern are unusually 
bright, investors have bid the stock up to around 
140. However, if and when arrears are cleared, net 
cost of this 7% issue would be about 91; if the stock 
should be redeemed at its call price of 120 plus ac- 
cumulated dividends a handsome profit would result. 

Some owners of the Fair 7% preferred stock, with 
dividend arrears of $31.50 per share and currently 
selling at 136, refused to accept an offer last year of 
cash clearance of all accumulations, their holdings to 
be exchanged for a new issue of 6% prior preferred. 
As a large majority did accept the offer, only 4,524 
shares remain outstanding. With net earnings aver- 
aging over half a million dollars for the past three 
years, disbursements of $1.75 per quarter to the 7% 
holders has been easily sustained for more than two 
years past. If the stock is redeemed, shareholders 
would receive $141.50, or $5.50 above the current 
price. 

General Cable Corporation, in contrast with a poor 
earnings record during the early 1930s which piled up 
arrears on its preferred, showed an aggregate net 
during the 1940-44 period equal to about $84 per 
share on this 7% issue. Regular dividends have been 
paid during this latter time but arrears still stand at 
$52.50 per share. As the company has recently re- 
tired all of its bonds and bolstered cash by sale of an 
important block of stock in an affiliated concern, 
prospects for the preferred have brightened. Current 
price of 13014 compares with a net redemption value 
of $162.50, but more likely would be some attractive 
exchange offer to clean up the situation. 


5% prior preferred stock of G. R. Kinney Co., Inc., 
with arrears of only $2.50 per share, and with re- 
ceipt of quarterly disbursements at the rate of $1.50 
per share since early 1948, appears to have some 
merit at current price around 90, providing a yield 
of 5.6% without considering payments on arrears. 
This well integrated manufacturer of shoes with 
over 300 retail stores located in 37 States has an ex- 
ceptionally stable record of unit sales for the past 15 
years, although for two years during the early 1930s 
the company was in the red. For the past four years, 
net applicable to this issue has ranged from $7.44 to 
$8.30 per share and postwar prospects are bright- 
ened by the huge deferred civilian demand. 

Another preference issue with only small arrears 
is the $3 stock of the Maytag Company, a leading 
producer of washing machines and ironers. Regular 


482 


dividends have been maintained on a senior issue of | 
6% preferred for 12 years past, and on the $3 issue 

also for 10 years except for a lapse of $1 per share 
in 1942 and 1943. The company has never failed to 
show a profit before dividends since 1929, and while 
net applicable to the issue under discussion has 
varied, the average for 15 years past has well ex- 
ceeded dividend requirements. The established trade 
position of Maytag enhances prospects of good busi- 
ness when civilian production replaces current mili- 
tary output. At a price of 44, the stock yields 6.5% 
regardless of accumulations. 

Variable earnings of National Supply Co., at a re- 
duced level for three years prior to the war, resulted 
in present accumulated dividends of $4.50 per share 
on its $2 preference stock, although the status on 
two issues of senior preferred stock is unencumbered. 
Wartime earnings of this important producer of oil 
field equipment, however, have been very good, the 
range of net applicable to this special issue having 
been from $8.85 to $14.63 per share during the last 
four years. In 1948, $3 per share was distributed to 
holders of the $2 preference stock, $4 in 1944 and so 
far in 1945, $2. Thus the outlook for near term clear- 
ance of arrears is rather promising. At $2714 per 
share, the yield is 614% without considering wind- 
falls of clearance payments. While earnings of this 
concern depend largely upon the varying demands of 
the oil industry, longer term investors in this stock 
are likely to receive average dividends in full. 





Phillips-Jones Corporation 


As a result of four unprofitable years during the 


last fifteen, net arrears on the 7% preferred stock of he 
Phillips-Jones Corporation now total $22.75 per | © 
share. But since 1940, a wide coverage of net earn- ce 
ings has benefitted shareholders of this rather mod- pl 
est-sized issue. In fact total available net during this | P* 
period amounted to over $160 per share, and during ne 
the last three years, disbursements on this issue ve 
have been at the rate of $8.75 per annum. To date in al 
1945, preferred shareholders have received $5.25 per a 
share, and with the current ratio now built up toa ff Jt 
four to one basis, the outlook for paring down the | ™ 


arrears is further improved. As a leading maker of 


shirts and collars, Phillips-Jones has been building n 
up dealer outlets since 1919 and in the main profit- tl 
ably, although earnings fall rapidly in depression d 
periods. If national income remains at high levels tl 
in postwar years, holders of this preferred stock nr 
should enjoy a satisfactory position, and the shares n 
would not seem overpriced at 116. a 

Clearance of arrears on the $1.50 participating pre- f 
ferred stock of Robbins and Myers, Inc., begun in i 
1941 and consistently continued to date, has reduced . 
the accumulations to $10.50 per share. While earn- F 
ings of this manufacturer of motors, fans and pumps ] 
were erratic during the 1930-40 period, since then r 


they have been highly satisfactory, amounting to 
over four times the normal dividend requirements on 
this issue. With good postwar prospects and with 
some relief from presently heavy EPT taxes, this 
company should experience no great difficulty in 
cleaning up deferred amounts due the preferred hold- 
ers. The stock in selling around 33 would enjoy a 
vield of about 5% with normal disbursements of 
$1.50, and payments for (Please turn to page 516) 
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PART II 


Prospect and Ratings for Merchandising Stocks, Rub- 
bers, Movies, Liquors, Machinery and Machine Tools 


i ie maintain a satisfactory dependable income from 
security investments and to protect—if not en- 
hance—capital values in face of constantly changing 
conditions has always been a primary investment 
consideration. In these times of rapid and frequently 
profound shifts in outlook—with often incisive re- 
percussions on investments—the need for watchful- 
ness hardly requires emphasis. More than ever, in- 
vestors must be alert, must keep posted on trends 
and developments to guard against risks and take 
advantage of opportunities. Methodical review and 
judicious stock-taking is indispensable for invest- 
ment success. 

Equity values are never static. Even under nor- 
mal conditions, changing circumstances can affect 
the investment status of securities in an entire in- 
dustry. This is doubly true today as we head into 
the decisive economic changes inevitable as the after- 
math of the ending of the war in Europe—as we 
must begin to give serious thought to what lies 
ahead when global peace is restored. To keep in- 
formed and prepared against contingencies has al- 
ways paid off. It will be no less so in the months 
ahead that mark our final passage through war to 
peace. 

It is to serve this need for watchfulness that the 
Magazine of Wall Street presents its Security Re- 
Appraisals and Dividend Forecasts at six months 


intervals in addition to its regular coverage of eco- 
nomic and industrial developments of importance to 
investors. To make ths service of maximum useful- 
ness to readers who collectively own shares in many 
hundreds of corporations, and especially to permit 
convenient comparative evaluations of holdings, we 
have endeavored to present as concisely as possible 
the most pertinent information and ratings on the 
maximum possible number of companies. Each tabu- 
lation is preceded by an amply extensive analysis of 
the position and prospects of the respective industry. 
When studied jointly and carefully, we believe that 
the material offered constitutes the most practical 
and useful “bird’s-eye”’ view that can be devised. 

The key to our ratings of investment quality and 
current earnings trend of the individual stocks—the 
last column in the tables, preceding comment—is as 
follows: A-+-, Top Quality; A, High Grade; B, Good; 
B—, Medium; C+, Fair; C, Marginal; while the 
accompanying numerals indicate current earnings 
trends thus: 1—Upward; 2—Steady; 3—Down- 
ward. For example: Al denotes a stock of High 
Grade investment quality with an Upward current 
earnings trend. 

Stocks marked with a W in the tabulations are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are de- 
noted by the letter X. 




















BY GEORGE W. MATHIS 


N 1944 retail sales 

reached a record 
high level with a gain 
of nearly 10% over 
the previous year, and 
profits also improved 
handsomely. According 
to a compilation of 55 
leading retail sales or- 
ganizations, prepared by 
the New York Times, 1944 
gains were as follows: 
24 Mail Order and Chain Stores 

Gross 8.9%; Net Income 2.1% 


24 Department Stores — Gross 
ABA sie soe Net Income 10.8% i 
7 Specialty Shops—Gross 14.7%; Net In- 
A yes al ae ck ee ORE a EEE AO 26.2% 


Total, 55 companies—Gross 9.6% ; Net Income 4.5% 

The fine showing of the specialty store group was 
due to the remarkable gain in earnings of two or 
three stores, such as Bonwit Teller, Franklin Simon, 
and Raphael Weill; profits of Best, De Pinna and 
others were lower. There was also considerable irreg- 
ularity in the department store group, the companies 
making the best gains being May, Macy, Gimbel, 
Kaufman, Emporium Capwell of California, and 
chains such as Allied, Associated, Federal and May 
(Interstate fell behind). 

In the important mail order and chain store group, 
where average gains were small, good performers so 
far as profits were concerned were W. T. Grant, 
Kress, National Tea, Jewel Tea, Kresge, Kroger, 
Montgomery Ward, Sears Roebuck, Safeway and 
Woolworth. 


Sales Holding Up Well 


Sales in 1945, while irregular, are holding up well 
as compared with last year. While mail order and 
chain stores made a rather poor showing in April 
and May, June sales were 5% ahead of last year. 
Apparel stores continued in the lead with Diana 
Stores reporting a 31% gain, Franklin 20%, Lerner 
15%, etc. The two big merchandisers, Sears and 
Montgomery, averaged about 5% in May compared 
with 11% for the first half of the year. On the other 
hand, variety chains in June, showed a 9% gain in 
sales against 6% for the first half. Penney made a 
poor showing with a 2% drop, and the grocery 
chains averaged slightly below last year, although 
the first-half sales showed a very slight gain. Kroger 
made a better showing than Safeway, and Jewel 
Tea’s earlier gains tapered off, National ran behind 
last year. 





The Outlook for MERCHANDISING 


SHARES 


In the shoe section, Edi- 
son Brothers enjoyed a 
30% gain (17% for 
six months) while oth- 
er results were more 

favorable for June than 

earlier in the year. In 
the men’s wear depart- 
ment the big Bond cloth- 
ing chain reported a 9% 
gain, cutting its six months 
loss to 9%. Western Auto 
Supply made surprising gains, 
both in June and six months. 
The latest weekly figures are also 
encouraging, although weather condi- 
tions may have influenced the results. De- 
partment store sales in the holiday week ended 
July 7th gained 32% over last year; in the four 
weeks ended July 7th, 21%, and for the year to 
date, 18%. The latest weekly gain was the largest 
in over a year. This buying spree apparently reflects 
increased purchasing power, as measured by con- 
sumers’ income. Salaries and wages in April were 
$9,552,000,000 compared with $9,145,000,000 the 
year previous and $6,125,000,000 in 1942. Due to the 
prolonged peviod of prosperity, people apparently are 
willing to pay higher prices without quibble. With 
money in circulation mounting daily, (it is now 
about 7 times as great as in the 1920’s) the public 
has a well-filled pocketbook and is doubtless buying 
well beyond current needs in fear of shortages, infla- 
tion or both. While the price level as reflected in the 
much-publicized cost-of-living index has been held to 
a much smaller increase than during World War I, 
this record is marred by deterioration in quality and 
service, black market premiums, and other “invis- 
ible’ price advances. 


Irregular Trend Ahead? 


The second half of 1945 may show a less buoyant 
trend in sales, as labor troubles, reconversion diffi- 
culties, munitions cut-backs, and discharges of men 
in the armed services gradually cut into wages and 
salaries. While cut-backs thus far have been slower 
than anticipated, a recent official survey indicated 
that by the year-end, munitions production will be 
running 30% below peak levels. Due to the bottle 
necks in supplies of certain essential materials and 
the delays in adopting substitutes, the production of 
motor cars, electric appliances, building supplies, etc. 
will probably make slower headway than anticipated. 
On the other hand, the retail inventory situation 
may show improvement in the last half of 1945; the 
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Government campaign to stimulate greater produc- 
tion of low-priced clothing is getting under way, and 
release of some Government materials stocks will 
help. Much of the sales gain in the first half was 
due to rising prices and a bigger proportion of high- 
priced merchandise, which situation will continue for 
‘most lines during the balance of the year. 
Inventories have been showing a declining trend, 
the national index for producers’ inventories being 
163.7 in April compared with 175.2 a year ago, but 
on the other hand the index of department store in- 
ventories stood at 162 compared with 151. The de- 








partment stores, possibly alarmed by the heavy de- 
pletion of goods at the year-end, substantially in- 
creased their goods on hand in 1945—though some 
of the increase is doubltess due to higher priced 
lines. From now on, the inventory situation may tend 
to improve unless buying pressure continues at the 
recent record levels and restocking is delayed. 
While store sales normally follow the trend of 
national income and that trend will probably be 
downward from now on, it must be remembered 
that wartime savings have been running high. A 
good part of these savings (Please turn to page 510) 
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oth- fi Position of Leading Merchandise Stocks 

10re 

han f 

In 4 In Dollars Per Share- 

irt- Est. Invest- 

th- q Book Net Curr. 1936-9 1944 1945 1936-9 1944 ment COMMENTS 

9 0; a Company Value Assets* Av.Net Net Net Av.Div. Div. Rating 

/€ uy ee i 
ths : X Allied Stores ........ .. $20.67 $4.57 $ .79 $3.42 $3.75 $ .05 $1.00 B—2 This issue advanced 500% in three. years but 
: offers a good yield and further appreciation pos- 
uto sibilities based on sound merchandising, improved 
ins finances, and substantial tax cushion. 
: : 

American Stores 25.14 16.20 71 1.41 1.40 1.00 1.00 C+2 Operates 2020 eastern food stores. Returns fair 
yield, but dividend coverage narrow and stock 

ilso lacks speculative appeal due to anticipated post- 

e war competition. 

rdi- - 7 “2 | 

Ne- Arnold Constable 16.30 10.37 85 1.10 1.10 45 50 B—2 Old-line New York department store with three 
branches. Dividend conservative but yield is below 

led 7 average. Dividend may be raised. 

our X Best & Co. (b) . 18.05 10.06 1.92 1.86 1.75 1.32 1.00 B—2 eee — —_ yet pai maneenien. ge 
record shows stability and moderate growth; divi- 

2 dends liberal. Aggressive management promises 

es postwar possibilities. 

cts Davega Stores . . W738 8.87 52 61 50 30 G3 This radio, electric equipment and sporting goods 

g 

yn- per was adversely — by the war; antici- 
pated sales rise as goods become available af- 

re aa fords speculative appeal. 

he X Federated Dept. Stores... 34.49 12.18 2.36 3.50 3.50 1.50 1.50 B—2 Important department store chain. Stock has fair 

he leverage, and is reasonably priced in relation to 
past earnings. Dividend conservative, financial 

ire position strong. 

ith | W First National Stores......... 32.46 18.97 3.60 2.81 3.00 2.75 2.50 B2 Large New England food chain with excellent 

yw | earnings and dividend record. Investment merit 

i | with sat F cae but appreciation possibilities 

1¢ | seem limited. 

| _ 

ng | XGimbel Bros. ......... . 32.59 Nil 55 3.07 3.00 Nil 90 C+1 Aggressive merchandising policies stimulated 

a- sharp gain in earnings for this ‘‘leverage’' issue. 

Increased $1 annual dividend secure, may be fur- 

he ther raised. EPT payments of about $13 per share 

wi provide excellent tax cushion. 

1 Grant, W. T. ..........-.- . 31.90 13.59 2.86 3.15 3.00 1.26 1.40 B2 ee any saree —_ reg oe ome 
ow yie 7? etracts, oug ividend mig 

1d well be increased. Postwar outlook good. 

S- W Green, Fl. b.. ..... . £a82 7.10 3.03 4.01 3.50 2.12 2.50 B2 With excellent earnings and dividend record over 
post = ew medium-sized variety — stock 
affords reasonable yield, and probable long-term 
appreciation possibilities. 

Interstate Dept. Stores... 22.73 15.88 1.10 3.30 3.50 81 1.00 C+2 Lometen ae oe has irregular on. 
ings-dividend record, but sharp improvemen 
since 1939. Dividend should continue at recently 

rt increased 35c quarterly rate. 

‘i- Jewel Vee 2c. WHET 8.84 5.58 242 1.80 2.99 1.40 B2 Old-line direct-to-consumer grocery chain. Truck 
routes hurt by war, hence post-war earnings 

n should improve. Dividend appears secure; expan- 

d sion plans enhance outlook. 

or Kresge, S. S.. ...... 23.36 9.00 1.87 1.64 1.60 1.29 1.20 A2 Second largest variety store, steady earnings and 
dividend record, strong finances. Stock offers 

d attractive yield. Dividend secure. 

“ Kress, SoHo occu 29.32 8.96 «1.98 = 2.25. 2.00—Ss'1.20 S160 += B2_—Ss Medium-size variety chain stock yielding 4%. 

le | Sound investment record, quite similar to that of 

d table continued on following page —— and Kresge. Finances strong. Dividend 

f ——- i ETD LOE MES hee ssaeadoead ae 

l. *_~After prior obligations. | (a)—Adjusted for 3-for-1 stock split Nov., 1944.  (b)—Adjusted for 2-for-1 split April, 1945. 
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Position of Leading Merchandise Stocks—continued 





In Dollars Per Share- 





Book Net Curr. 1936-9 
Assets* Av. Net 


Company Value 


Invest- 
ment 
Rating 


Est. 
1945 
Net 


1944 
Div. 


1936-9 
Av. Div. 


1944 
Net 


COMMENTS 








Lerner Stores (a)............ 10.42 


3.92 


1.44 1.62 1.60 6673 .83 B—2 


Women's wear chain store with aggressive man- 
agement and good earnings record in recent 
vears. Split-up stock has moderate speculative 
appeal. Dividend secure. 





Mocy, 8. H.. —...___....$29.72 


$5.96 


$2.08 


$2.49 $2.75 $2.19 $2.00 B2 


Leading department store with creditable earn- 
ings record. Dividend secure; expansion plans 
enhance outlook. 





Marshall Field 2. 24.34 


Nil 


83 1.60 1.75 07 1.00 B—1 


Old line Chicago store with greatly improved 
financial position. Favorable postwar outlook. 
Dividend should be maintained. 





May Dept. Stores (a)... 26.14 


11.59 


1.85 2.26 2.00 1.65 1.50 B2 


Department store chain with sound record; divi- 
dends since 1910. Attractive yield, fair apprecia- 
tion possibilities. Cash position strong, suggesting 
expansion possibilities. 





McCrory Stores .W.-.-- 15.06 


2.79 


1.87 1.90 2.00 56 C2 


Company has had fair record since it emerged 
from receivership in 1936, and stock should have 
moderate Hote possibilities based on post- 
war tax savings and growth prospects. Fair yield 
from secure dividend. 





McLellan Stores 9.78 


4.46 


1.70 1.75 69 5) (C42 


Variety chain operating chiefly in small commu- 
nities. Dividend yield average, financial position 
sound, dividend considered secure. Postwar out- 
look promising. 








elvis Shoo... 95? 


4.25 2.00 C+2 


Leading shoe chain store. Strong finances but 
dividends over-liberal, explaining yield of 5.1%. 
Continued lower profits, due war-time causes, may 
lead to dividend cut. 








Montgomery Ward ....... 49.26 


42.56 


Second biggest mail order firm, handicapped 
recently by labor troubles and army management. 
Dividend secure; postwar outlook promising. 








~ Murphy, 6. C. 43.78 


National Tea 





Newbery, - ee Meco 





W Penney, Je Co nen 


~ Reliable Stores 25.41 


14.36 


19.40 6.86 def 1.13 


14.71 


36.96 26.18 6.44 


22.25 


5.75 


Medium-size variety chain with outstanding 
growth record, sound cash position, good earn- 
ings-dividend record; pays heavy EPT, equal $14.41 
per share in 1944. Dividend secure; longer term 
outlook good. 





ra] 





5.20 


6.25 6.00 


152 2.08 2.00 








W Safeway Stores (b)........ 


7 Sous Richedk Rema 


5.49 


1.63 1.60 


583 600 4.75 4.25 


Food chain with poor record, but new manage- 
ment sharply improved 1944 earnings and restored 
dividends. Latter, I5c quarterly, should again be 
supplemented by 25c extra. 





Medium-sized variety chain with unusually good 
growth record; dividends since 1928. Pays large 
EPT, equal to $17.88 per share. Dividend secure; 
has growth possibilities. 


Biggest chain of junior department stores, repre- 


sented in every state. Postwar expansion and tax 
reduction enhances outlook; pays EPT equal $11.51 
per share. Dividend safe. 





Small furniture-jewelry-clothing chain with good 
recent growth record and strong cash position. 
Reasonable yield, good near term growth pos- 
sibilities. 





== 
Second largest food chain, with normally low 
profit margins and good earnings record. Finances 
strong, dividend secure. 
Biggest mail order house with annual sales ap- 
proaching billion dollars. Huge taxes prevented 
war-time earnings gain, but indicate post-war 
potentialities. Dividend secure; outlook promising. 








iid, & Os SRS 


9.72 


.60 1.00 C+2 


Eastern restaurant-candy chain with surplus cash 
and post-war expansion program. Pre-war record 
rather disappointing, though dividends paid for 
twenty years. Disbursements may continue at re- 
cent rate. 





X Spiegel eee 8.79 


4.23 


Nil C+1 


Speculative mail-order issue. Profit margins and 
earnings expected to imp ove, but near-term divi- 
dend resumption unlikely. 





Woolworth, F. W. —..... 22.60 


6.97 


2.40 1.60 B2 


Largest _ chain with extremely stable record; 
war time resuits adversely affecisd by taxes. Cur- 
rent dividend should continue, mev eventually be 
restored to prewar figure when British subsidiary 
resumes normal operations. 





*—After prior obligations. 


(a)—Adjusted for 2-or-1 split April, 1945. 


(b)—Adjusted for 3-or- split April, 1945. 
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OVIE theatre attendance during the first half 

of the current year has varied little from the 
record high of 1944 when during the full year, ap- 
proximately hundred million people in the United 
States sought weekly diversion in the _ picture 


» houses. With pockets amply lined with money and 


yiare + 





with curtailed spending outlets elsewhere, demand 
for this form of entertainment has been exception- 
ally good. Possibly from now on, the impact of 
transitional decline in employment may, temporarily 
at least, reduce attendance in large war production 
areas but such declines will be moderated by large 
consumer savings and the added leisure time of 
workers. Hence no great change in theatre attend- 
ance is anticipated over the nearer term, with rev- 


/ enues from theatre operations holding close to corre- 





ENTER A NEW PHASE 


Sx ¢. F. BORGCAN 


sponding levels which existed in the year 1944. 

In contrast to the favorable outlook for theatre 
receipts, operations of the producing divisions may 
not fare so well. Chiefly responsible for this assump- 
tion is the rather marked upswing in picture produc- 
tion costs, caused not only by higher talent and 
material expenses but also by jurisdictional strikes 
at the studios which have slowed production and 
added to the cost burden. 

These effects probably will be felt more severaly 
later in the year, since the heavier amortization 
charges resulting from higher cost pictures will not 
be reflected in operations until the pictures are re- 
leased. The resultant squeeze on margins may re- 
duce operating income of most of the major com- 
panies this year. (Please turn to page 509) 


























Position of Leading Motion Picture Stocks 


In Dollars Per Share 


1.75 


4.50 


4.50 


Net 1936-39 
Book Current Avge. 1944 
Value Assets* Net Net 
Warner Bros. $26.72 Nil $.75 1.88 
| Loews Inc. (c) 24.64 8.08 2.14 2.90 
| Radio-Keith-Orpheum 9.98 Nil (a) 1.57 
| Paramount ..... 2860 7.38 108 3.93 
Tesntioth Coy fen... 2 3.15 6.04 
Comba Mewes 36.41 30.00 1.90 489 
een Pie... 946 Cia 
| Consol. Film Industries ...... 10.13 4.05 def .20 def .45 
ive... 750 5.13 £89 £4.95 


*After prior obligations. (a) Not relevant, due to reorganization. (b) Plus stock dividend. (c) Adjusted for 3-for-I stock split March 1945. 


Invest- 
ment 
Rating 


Est. 1936-39 
1945 Avge. 
Net Div. 


Nil 


1944 
Div. 
Nil 


B—2 Sizable refunding of loans at low rates 
improve status of common. Earnings con- 
tinue aoe" Sut dividend payments not 
likely in 1945. 

Well integrated operations producing 

above average net. Attractive yield and 

favorable prospects enhance appraisal of 

common. Dividend secure. 

C-+3 Retention of wartime earnings improve 
finances. Small dividend possible in near 
term with preferred arrears cleared. 


“1.42 1.33-1/3 B2 


~ Nil 


B—2 Much strengthened finances and continued 
favorable earnings assure dividend at 
current rate with some hope of increase. 


B—2 Pretax earnings likely to remain high but 
with EPT tax equal to $Il.1| per share in 
1944 net gains held down. Conservative 
dividend amply earned. 

c+2 Recent payment of 2!2% stock dividend 
reflects policy of conserving cash in view 
of increased borrowings, although earn- 
ings satisfactory and outlook good. High 
in tax brackets. Cash dividends should 
continue conservative. 


75 b)  .50 


Nil 2.00 C-+3 Strengthened financial position and well 
sustained earnings warrant continuation of 


present dividend. 


Prospective plan to recapitalize may clear 
up preferred arrears, but poor earnings 
recard dims any chance of common divi- 


dend. 


Nil Nil C1 


c+2 Growing popularity of color films en- 
hances outlook. Financial structure sound. 
Earnings fair and dividend safe. 


-50 
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Photo Courtesy National Machine Tool Builders’ Assn. 


A machine built to bore holes in an airplane part from five directions at once. 


Or basic importance to our war effort, the ma- 
chine tool industry at mid-1945 continues to 
meet large war production requirements for a one- 
front war and at the same time has made strides 
towards furnishing an increasing number of recon- 
version tools, within the limits of governmental 
permission. While war-related orders naturally have 
declined since VE-Day, civilian business promises to 
take up progressively the resultant slack, and 
chances are that the full year’s results will show 
volume and earnings not far from those of the pre- 
vious year. 

Over the years, few major industries have ex- 
perienced such violent swings in volume and profits 
as the makers of machinery and machine tools. 
Average annual output in the 1919-29 period was 
around $102 million, reaching the peace-time peak 
of $189 million in 1929. In the depression year 1932, 
volume dropped precipitately to almost nominal pro- 
portions—only $22 million, thrusting company re- 
sults widely into the red. 

From then on until 1939, average annual volume 
rose slowly to about $100 million, featured by new 
highs of about $200 million in 1937 and 1939. Then 
came the war, and with institution of defense meas- 
ures at home and sizable orders pouring in from 
abroad, volume in 1940 pushed far above the 1929 
level to some $440 million. In 1941 it leaped to $775 
million and finally soared to an all-time peak of 
$1,320 million as our full war effort got under way 
in 1942. 


Production Trend Downward 


With the war industry ultimately well supplied, 
the trend since then has been downward, dropping 
to a volume of $510 million in 1944. This year, 
monthly shipments of machinery and tools have 
been averaging slightly above $40 million and the 
total for 1945 may come close to $500 million. 

The industry thus has enjoyed some eight full 
years of far above average demand and despite the 
drastic decline from the wartime peak, volume ap- 
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stantially above the prewar average. The question 


pears to have levelled out at a figure still very subf 


of course is: What about the future? 
On the surface, industry prospects appear quite 


rosy though not without uncertainties. Unfilled or-f 


ders currently reach the impressive total of some 


$300 million; of that amount, some $130 million arep 


war production orders, $90 million are for recon 


version (including $40 million from the automotive} 
industry) and $80 million represent Russian orders.} 


However, war orders are subject to cancellation 
and may dwindle quickly once the Japanese war 


takes a decisive turn. The Soviet orders appear in} 


a “twilight” status; should Lend-Lease be cancelled, 
all Russian orders would become strictly commercial 
transactions, requiring new contracts. Also, domes- 
tic reconversion orders fall within a contingent cate- 
gory: They must be squeezed through production 
without top priority help. 


Favorable factors in the nearby outlook are that 


a considerable volume of war orders will continue 
as long as the Far Eastern conflict lasts, since 
changes in programs here and there inevitably re- 
quire new tools. Also, the third quarter should re 
lease more materials for reconversion tools and 
there is a lively export inquiry especially by the 
French who hope to obtain this year some $50 
million worth of machine tools from America. 


Thus on the whole, volume should hold up fairly 
well, progressively aided by reconversion orders and 
rising foreign demand, but will probably drop off 
further next year. As to longer term prospects, 
conservative opinion is predicting an output range 
during the postwar years of from $150 to $200 
million, comparing favorably with the industry’s 
prewar experience. This naturally can be no more 
than an informed guess at this stage but peak 
peacetime sales are widely anticipated for a number 
of postwar years. 

Statistics as to prospective volume are: of interest 
mainly as a guide to earnings; as applied to the 
machine tool industry, they assume more than or- 
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dinary significance. Due to complexities of design 
and required precision in manufacture, wider than 
usual profit margins are the rule, so that with vol- 
ume at reasonable levels and under normal con- 
ditions otherwise, satisfactory net profits are less 
difficult to achieve. The cost factor of competent 
labor and needed engineering skill weighs heavily in 
determining prices even in the most competitive 
machinery fields. 

Recognition of this fact even under tightest gov- 
ernmental price controls during war has enabled 
pretax earnings of the tool makers to soar to often 
enormous heights coincident with swollen volume, 
although the Jevelling effect of excess profits taxes 
generally has obscured the circumstance when final 
net was learned by shareholders. As net earnings for 
the 1936-39 period forming the base for calculation 
of EPT were quite moderate for this industry, the 
impact of the tax was correspondingly heavy as pre- 
tax earnings tended to skyrocket. In fact out of 21 
concerns listed on the appended table, ten paid EPT 
in 1944 exceeding $10 per share on their common 
stock; still final net for the group generally showed 
marked improvement over 1936-39. 

An outstanding example is Worthington Pump & 
Machinery Corporation whose per share net jumped 
from an average of 82 cents in the 1936-39 period to 
$7 in 1944, after payment of EPT in an amount equal 
to $48.87 per share. Several other concerns in the list 
paid EPT almost as high, on a per share basis. As 
long as this particular tax remains in effect, there- 
fore, many machine tool concerns will be substan- 
tially cushioned as to net earnings if and when vol- 
ume shrinkage occurs during the transition period. 

In the appraisal of postwar prospects for the in- 
dustry, the cloud of government-owned surplus tools 
which may disrupt markets at the conclusion of hos- 
tilities still looms large, although from both Wash- 
ington and from the industry itself many reassuring 
voices have begun to be heard on this subject. Fac- 
tually, about 1,000,000 machine tools of all kinds 
were in domestic plants early in 1940, and during 
war years some 800,000 more have been added, 75% 
of the latter mainly for Government ownership. Red 
tape and the transcendent pressure of war activities 
have, as might be expected, delayed an accurate in- 
ventory and the establishment of the number of 
machine tools which should be junked, resold or re- 
tained. Best estimates are that about 600,000 tools 
may become available as surplus but while they are 





all of modern design, by no means all can be used for 
other than their original purpose. 

The industry’s hope is that the Army and Navy 
will retain a substantial number of these as insur- 
ance against repetition of 1941’s unpreparedness, 
channel the rest quickly into production lines and 
scrap all obsolete or inefficient tools. 


The Surplus Problem 


The Surplus Property Board recently issued a reg- 
ulation designed to eliminate the chief complaint at 
the moment about surplus tools—that red tap makes 
them hard to obtain promptly. This regulation would 
enable contractors who are now producing war mate- 
rials in their own plants with Government equipment 
to purchase the latter at once without any delay. 
Also there is hope that a substantial number of used 
tools can be fed into the export markets. On the 
whole, then, while existing surpluses pose a major 
problem, it does not appear as menacing as earlier 
thought and there is reason for belief that it can be 
solved without unduly jeopardizing the industry’s 
future production potentials. 

Main objective is, of course, that by appropriate 
disposal policies, the industry can be kept reasonably 
busy after the war, filling new demand for machine 
tools arising from prospective industrial expansion 
and modernization. All such proposals probe deeply 
into the fundamental need of sustaining postwar em- 
ployment at high levels. As mass production on an 
unprecedented scale, hand in hand with the use of 
super-efficient and most modern machinery, must be 
importantly relied upon to achieve this objective, 
implications for the machine tool industry are obvi- 
ous. For upon industry’s ability to tool up efficiently 
for the coming struggle to achieve maximum em- 
ployment depends the main hope for success, and 
growing recognition of this essential factor augurs 
well for a realistic and practical solution of the sur- 
plus problem. 

Offsetting a possible, even probable near-term de- 
cline in ordnance orders, industrial demand for re- 
conversion tools will become increasingly insistent 
from now on, thus taking up a good deal of slack. 
Shortage of skilled manpower doubtless will prove an 
adverse factor for some time to come as volume will 
depend upon ability of manufacturers to make 
prompt shipments, but (Please turn to page 512) 

















Position of Leading Machinery Stocks 
| 
| In Dollars Per Share 

















Est. Price- Invest- | 
Book NetCurr. 1936-9 1944 1945 1936-9 Earnings** Div. ment | 
| Value Assets* = Av. Net Net Net Av. Div. 1944Div. Ratio Yield Rating 
| Babcock & Wilcox $52.22 $32.43 $ 41 $ 3.75(a) $3.50 $ 67 $1.50 91 43% C+2 
| Bucyrus-Erie 14-17 7.77 80 1.25 1.20 31 70 129 43 C+2 
| Buffalo Forge ....... 15.92 9.13 2.15 1.85 180 133 62 C+3 
| Meenas iedier Tool 23.64 «12.57 1.87 3.37 3.50 1.07 2.75 87 93 C+2 
| U.S. Hoffman Machinery 23.03 12.46 54 1.82 1.90 eet 75 Wl 40 CHI 
| *—~After prior obligations. **_Based on 1944 Net. (a)—Estimated; 1943 net $4.56. 
Additional table on following page 
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Another Look 


BY EDWIN 


L ervinimene high level of national income con- 
tinues to find expression in a substantial de- 
mand for alcoholic beverages, and with production 
limited to three short months since Pearl Harbor, 
steadily shrinking supplies have put distillers firmly 
in the saddle when it comes to distribution and 
prices. With demand for industrial alcohol still huge 
and requiring full time concentration of distillery 
output, except for the brief “holidays” mentioned, 
volume of the industry for the current year appears 
likely to equal peak records established in 1944, with 
net earnings in individual instances perhaps even 
topping last year’s excellent results. 

In view of disrupted production during war years, 
problems of the industry have been unique and will 
continue to be so until the conclusion of hostilities. 
Whiskey, under normal circumstances constituting 
about 70% of public demand for liquors, must be 
well aged before sale, and at the end of June, 1941, 
just over 500 million tax gallons were in bonded 
warehouse for this purpose. Since the outbreak of 
war, the two “liquor holidays” in the fall of 1944 and 
early this current year increased whiskey supplies 
by only 41 million gallons, to which will be added 
permitted production during July, 1945. Withdraw- 
als to June 30, 1944 left on hand a net supply of only 
348 million gallons and of course this has shrunken 


At the Liquors 


A. BARNES 





steadily during the last year. Hopes of the distillers 
are that by the end of the war they may have re- 
serve stocks left in an amount of 100 million gallons 
of aged whiskey to carry on with until full produc- 
tion can again get them on an even keel. 

Solution of this problem to date, and a profitable 
solution it has proved to be for the distillers, has 
been the manufacture of blends on a broad scale, 
mixing the aged whiskies with neutral spirits. While 
profit margins on the blends are narrower than on 
the established brand of aged straight whiskey, 
prices are lower and broad public acceptance has 
sustained sales at very high levels. At times caution 
has induced producers to restrict sales on an alloca- 
tion basis, thus holding down potential volume gains, 
but in view of the three granted periods for tem- 
porary beverage alcohol production, limitations on 
the sale of blends at least have been removed. A 
tight hand, however, is retained upon distribution 
of the highest quality product with wider profit 
margins, and they are becoming increasingly scarce 
on the shelves of retailers. 

As long as the national income continues to sup- 
port substantial liquor consumption during wartime 
and military demand for alcohol persists, no let-up 
in volume or profits seems likely for the distillers. 
Restrictions upon pur- (Please turn to page 511) 








eeatabinees In Dollars Per Share— 
1936-39 Est. 
Avge. 1944 1945 
Net Net Net 


Net - 
Current 
Assets* 


COMPANY 
Book 
Va.ue 


Position of Leading Liquor Stocks 


1936-39 COMMENT 
Avge. 
Div. Div. 


Div. 
Yield 


Invest- 
ment 
Rating 








American Distilling. $48.26 $28.01 $1.33 $3.04Se $3.50 


Further liquidation of aged whisky by $5 
million sales to State of Virginia restricts 
current business mainly to industrial al- 
cohol, wines and soft drnks. Dividend 
remote. 


Nil Nil C42 








Austin Nichols... 18.25 defl.25  2.96Ap 1.75 


Wartime earnings satisfactory but sub- 
stantial arrears on preferred preclude com- 
mon dividend, and profit margins may 
narrow. Stock highly speculative. 


Nil Nil C43 





3.35 6.12 JI 


6.25 





/ Distillers-Seagram... 35.58 21.81 


Has large inventories of warehoused whis- 
ky to support current and future opera- 
tions. Acquisition of other distilleries en- 
larges output. Dividend assured by ample 
net earnings. 


$.87 $2.22 3.9% 





X National Distillers... 30.44 19.41 4.40 


A2_ Reserve stocks bolstered by third liquor 
“"holiday."’ Strong trade position, reduced 
interest charges and diversification favor 
longer term outlook. Dividend secure. 


2.37 2.00 4.6 





| 
| 
| 
| 
| 
| 


X Schenley Distillers... 37.83 19.70 4.26 7.66 Ag 8.00 


Expansion in volume continuing with ex- 
pected maintenance of record net earn- 
ings. 4 to 3 splitup proposed for com- 
mon. Diversification enhances outlook. EPT 
tax equalled $24.42 in 1944. Dividend safe. 


1.81 3.0 Al 





X H. Walker-G. & W. 68.82 35.56 9.81 Ag 10.00 


| 


Nine months net shows upward trend cur- 
rent year. Has large stock aged liquors. 
Established brands and diverse output 
strengthen trade position. Dividend secure. 
1944 EPT $17.14 per share. 


4.00 5.7 BI 





| 


*After prior obligations. Fiscal year ended: Ap.—April 


1945; JI—July 1944; Ag—August 1944; Se—September 1944. 
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Army Air Corps men in a Flying Fortress’ life raft. 


What of THE RUBBERS Today? 


ee Ss 


TN percentage gain from the 1942 bear market low, 

the rubber stocks have been far up among the 
leaders. Despite their spectacular rise in 1942-1943, 
they continued to outrun the general market average 
in 1944 and in the first half of this year. Demand for 
them was so persistent that the group experienced 
less-than-average reaction in all periods of general 
market correction—until the past few weeks. In the 
intermediate reaction which began in late June, this 
group, and especially the “Big Four” stocks, has de- 
clined more than the market. That is something new 
in the pattern of this bull market. It is added reason 
why a recheck of the rubber industry’s outlook is 
desirable at this time. 

In some respects a better case can be made for 
bullishness on the rubbers than for most other 
groups which, like them, have had extraordinary in- 
vestment and speculative favor over the past several 
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years. Their postwar outlook appears more assured 
than that of the railroads, for instance. Unlike the 
air lines, the industry is not government-regulated. 
Differing from the auto and auto parts fields, there 
is not much of a reconversion problem. The waiting 
civilian replacement demand is huge and in serving it 
there will be no such lag as, for example, confronts 
the building stocks. Finally, as we shall see in more 
detail, the advent of synthetic rubber is calculated 
greatly to strengthen the basic economic and operat- 
ing positions of the industry. It is to be doubted that 
any other industry will emerge from the war with so 
significant permanent gain in fundamental status. 


Strong Tax Cushion 


It can be added that no group is more strongly 
tax-cushioned against shrinkage in share earnings 
during the transitional readjustment of our economy 
—and that few groups are more unlikely to need tax- 
cushion support, since a waiting capacity demand for 
civilian rubber goods, which can be serviced as rap- 
idly as declining war pressures permit, is the best of 
all “cushions” for earnings. More about this, and 
taxes, later. 

Granting that the outlook is favorable for the 
near-term, for the whole reconversion period and for 
an extended postwar period—and that the basic posi- 
tion of the manufacturers is likely to be largely and 
permanently improved by the availability of syn- 
thetic rubber—why has this group been weaker than 
the market on the reaction which began just about 
the mid-year mark? That’s a valid question. The 
writer will venture to answer it—‘‘venture” because 
the reasons for variation in relative action of any 
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group of stocks can never be determined so surely by 
current “diagnosis” as by eventual hindsight. 

I believe, however, that it is entirely a matter of 
price: or, more accurately, prevailing price in relation 
to what investors and speculators think of the inter- 
mediate and longer-term potentialities. To begin 
with, and without retracting any of the favorable 
observations already made, no common stock can be 
in every respect an ideal investment. If it were other- 
wise fool-proof, the price would be so high as to can- 
cel out much, or all, of the attraction. In short, com- 
petent appraisal of any stock group is a pro and con 
matter. For the rubbers it is not all pro. There are 
some cons. And somewhere in a major cycle of rising 


® market prices both holders and would-be buyers 
"swing around to the view that advanced price has 


substantially discounted the pro factors, at least for 
the time being, and that the con factors are due for 


» greater attention. The greater has been the advance 





—and the longer the technical and psychological cor- 


rection has been deferred—the sharper will the re- 
action be. 

That, as I see it, is what has happened to the lead- 
ing, and most active, rubber stocks in recent weeks. 
They are likely to be well bought on sizable price 
concessions. A further reaction equal that recorded 
at the lows of July 18 would cancel virtually all ad- 
vance of the past two years in the instances of U. S. 
Rubber, Firestone, Goodrich and Goodyear. That, or 
something less, should put them in a technical posi- 
tion strong enough to permit a renewal of above- 
average upside performance when this correction is 
completed and the next leg of the bull market begins. 

We have referred to the unfavorable factors or 
uncertainties which in part—depending mainly on 
relative price considerations—balance the industry’s 
advantages. They can be summarized as follows: 

(1) It is an industry which is normally subject to 
intense competition, both in obtaining supply con- 
tracts from the automobile manufacturers and in the 











*After prior obligations. 





Essential Statistical Comparison of Leading Rubber Stocks 


In Dollars Per Share____ 


Net 1936-39 Est. 
Book Current Avge. 1944 1945 
| Value Assets* Net Net Net 
| United States Rubber $41.56 $ .92 $2.01 $5.31 $5.25 
| 
Goodyear Tire & Rubber 44.02 12.38 258 5.90 5.75 
Firestone Tire & Rubber 57.51 7.44: 248 7.34. 7.00 
Goodrich, BF... 55.81 «17.95 =—s-'132t—«*72«AC(té«:«SO 
General Tire & Rubber 32.87 7.55 2.51 3.53 3.25 
Seiberling Rubber 15.58 Nil 95 1.34 1.35 
Norwalk Tire & Rubber. 4.68 2.40 29 “a 
Dayton Rubber Mfg... 23.57 _—iNIil 2.74 3.91 3.25 
Lee Rubber & Tire $6.62 38.70 3.61 5.38 5.25 
| Intercontinental Rubber 6.56 3.06 12 .60 50 


Invest- 
ment 
Rating 


B—2 


1936-39 

Avge. 1944 
Div. Div. 
$2.00 Profits taxes now taking over 70% of net, 
Little decline in earnings indicated for 
reconversion period. Finances improved. 
Outlook excellent. $2 dividend should 
continue. 


Faces more war-work shrinkage than other 
large units but is heavily cushioned as 
profits taxes are around $27 per share. 
Operating margin normally among best. 
Outlook promising. $2 dividend secure. 


94 2.00 


Earnings outlook good for duration and 
postwar. Will be helped by cut in taxes, 
now taking 70% of net or around $13 
per share. Most diversified in industry, 
with strong retail store division. $2 div. 
to continue. 


1.41 


Now paying around $45 per share in 
profits taxes. Record earnings likely after 
war, if given 40% tax rate. One of best 
balanced units. Eventual increase in $2 
dividend possible. 





EPT alone equals over $5 a share. Though 
one of smaller companies, competitive 
record fairly good. Increasing diversifi- 
cation. Present $1 dividend rate should 
continue. 


Tax-cushioned by EPT around $3.25 per 
share, but company is not much diversi- 
fied and past div. record is among poor- 
est. Finances fair. Favored while sellers’ 
tire market lasts but stock quite specu- 
lative. 


Stock is radical speculation, probably 
over-priced on peacetime earning power. 
40-cent dividend rate begun in 1943 is 
first in years and longer-term continuance 
of it problematical. 

Though small, has one of best operating 
2nd dividend records in the _ industry. 
Stronqly diversified in mechanical rubber 
goods. EPT around $5.75 per share. Out- 
look good. $1 dividend may be higher in 
postwar, 


44 1.00 C+2 


Strongest of smaller units. Has better 
past earnings-dividend record than any 
of Big Four. Cushioned by 74% effective 
tax rate and EPT of over $Il per share. 
Finances strong. $2.25 dividend subject to 
postwar increase. 

Has virtually no tax cushion. Basic posi- 
tion marginal. Past peacetime record 
poor. Postwar potential problematical. | 
Stock unattractive. 


1.78 2.25 . Bl 


05 = 35s C43 
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replacement market. That, plus some excess capacity, 
has made for recurrent periods of price-cutting and 
restricted profit margins. While such conditions are 
not likely to be present during the next several years, 
one can not be assured that they have been put per- 
manently out of the picture. As a longer-term con- 
tingency, therefore, they must be taken into the 
reckoning. 

(2) It is an industry normally characterized by a 
relatively moderate return on invested capital. Thus, 
six representative companies—the Big Four plus 
General Tire and Lee Rubber—earned an average of 
6.6 per cent on invested capital over the five years 
1936-1940, the highest figure being 7.9 per cent in 
1936, the lowest 5 per cent in 1938. Though less than 
that in some fields, notably steel and railroads more 
industries top the rubber industry’s normal capital 
return than fall below it. 


Cyclical Swings 


(3) It is an industry subject to sharp cyclical 
swings in sales volume and profits. Dividends, with 
few exceptions, have never been very steady, nor 
particularly liberal in relation to earnings in good 
years. There is some support for an argument that 
these stocks ought to sell—‘‘normally’—at, say, 10 
times earnings and on a yield basis of at least 5 to 
6 per cent. The leading issues are now priced at less 
than 10 times probable annual share earnings of the 
next several years, but dividend yields are less than 
4 per cent currently. There is a good chance that the 
best-situated companies will pay higher dividends 
after the war, but whether the dividend aspect of 
the industry will be permanently improved—and, if 
so, in what degree—is more than a little conjectural. 

(4) Paradoxically, continuing improvement in the 
quality of rubber products—imparting longer useful 
life to them—has a retrogressive aspect. This is bene- 
ficial to the consuming public but not to the manu- 
facturers. For instance, due to longer tire wear, 
there has been a marked long-term decline in the 
ratio of tire sales—in both physical and dollar vol- 
ume—to the number of motor vehicles registered 
and the total mileage driven. A similar trend has 
been seen in rubber footwear. We can probably ex- 
pect further advances in durability. One company is 
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hinting of tires capable of outlasting an automobile. 
As a motorist, we would like that very much. As a 
rubber company stockholder, we could hardly enthuse. 

(5) Throughout the industry, but especially on the 
part of the largest companies, there is much in- 
creased emphasis on diversification in non-rubber 
products—particularly plastics and, in the instance 
of Firestone, a variety of quite competitive household 
appliances. There are two ways of looking at this. It 
has earnings possibilities, which one can not realis- 
tically appraise on the present dim perspective. But 
on the other hand it is a tacit admission that the 
rubber business has certain limitations. In an indus- 
try quite confident of its long-term prospect—for 
instance, chemicals or oil—you do not find this ten- 
dency to invade unrelated fields of activity. 

(6) On the raw material side, it is uncertain what 
the future operational status of our great new syn- 
thetic rubber plants will be, nor can one foretell the 
coming competitive relationship of synthetic rubber 
to the natural product. It is difficult to believe this 
can work out to the disadvantage of the manufac- 
turers. Synthetic should certainly tend to put a 
stabilized ceiling price on natural rubber, which 
would be very helpful to the fabricating companies. 
And if they do not buy or lease synthetic rubber 
plants, or operate them on behalf of the Government 
on a fee basis, one wonders who else would or could. 
Nevertheless, the future status of these plants is 
presently unpredictable, to that extent obscuring the 
outlook. 

If it appears that this article has given much 
greater attention to the preceding points than to the 
favorable elements in the picture, it is because the 
latter are widely known and have been largely publi- 
cized. Also because recent market action of these 
stocks has raised questions which require more dis- 
cussion of the con, than of the pro, factors. 


The Favorable Side 


However, to revert to the favorable side for a 
short recapitulation: 

(A) Any decline in gross intake following defeat 
of Japan is likely to leave volume well in excess of 
the best prewar years throughout the transitional 
period, though in most cases considerably under 
present levels. (The larger companies have much 
non-rubber war work, on low operating margins.) 
Pre-tax profits appear almost certain to remain above 
excess profits tax exemptions. Therefore, since Fed- 
eral taxes are taking around two-thirds to three- 
quarters of pre-tax earnings, reduced tax liability 
will absorb two-thirds to three-quarters of any prob- 
able shrinkage therein. Thus, after Jap defeat and 
before tax revision, earnings will not be sharply less 
than present excellent figures. 

(B) For at least three postwar years, volume fig- 
ures to average a fourth to a third above that of the 
highest prewar years. Assuming elimination of EPT 
and a 40 per cent tax rate, such volume should permit 
representative companies to earn not less per share 
than at present and more in most instances, if oper- 
ating margins are no higher than in years such as 
1936 or 1937. There are important potentials in foam 
rubber for cushioning, and a long-term growth trend 
in non-automotive uses of rubber, excepting foot- 
wear. (Please turn to page 505) 
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BY JACKSON 


MARKET TRENDS: Recent reactionary tendencies in 
speculative and semi-speculative bonds reflect the 
same mood of investment caution that prevails in the 
stock market, that is, a more sober appraisal of busi- 
ness prospects during the transition period. Changes 
in the Dow Jones bond average from two weeks ago 
show the following declines: Average for forty bonds 
off .49, second grade rail bonds off 1.23 and defaulted 
rail issues off 1.80. 

Tax exempt municipal bonds were unchanged to 


' lower in moderate transactions. Reflecting price re- 


cessions in some sections, the Dow Jones yield index 
of twenty representative state and city issues ex- 


» panded to 1.58% from 1.55% at end of preceding 
| week. 


ee ee ee 





In the foreign list, Brazil 334s Series 16 were off 
25 points while Sao Paulo 8s of 1936 sold at a new 
high of 60. Argentine issues were steady. 


LIST OF 40 CORPORATE BONDS USED IN THE DOW 
JONES COMPOSITE AVERAGE: In each issue under 
“Market Trends” we refer to the Dow Jones Compo- 
site Average of 40 corporate bonds. We believe it will 
be of interest to our readers to know the various 
issues used in calculating the combined average 
yield. We therefore append hereto the 40 different 
issues used in this compilation: 


HIGHER GRADE RAILS: Atchison gen. 4s 1995; 
Balto. & Ohio 4s 1948; Ches. & Ohio 314s 1996; Bur- 
lington gen. 4s 1958: New York Central 314s 1997; 
Norf. & Western 4s 1996; Northern Pacific 4s 1997; 
Pennsvlvania R.R. 414s 1960; Southern Pacific ref. 
4s 1955; Union Pacific 4s 1947. 


SECOND GRADE RAILS: Atlantic Coast Line 414s 
1964: Chicago Great West 4s 1988; Illinois Central 
4s 1956; Missouri Kansas Texas 5s 1962: Morris & 
Essex 5s 1955; New York Central 414s 2013; Gulf 
Mobile & Ohio 334s 1969; Northern Pacific 414s 
2047; Southern Pacific Oregon Lines 414s; Southern 
Railway 4s 1956. 


PUBLIC UTILITIES: Brooklvn Union Gas 314s 1969; 
Consumers Power 314s 1965; Detroit Edison 314s 
1966; Gulf States Utilities 314s 1969; Montana 
Power 334s 1966; New England T & T 414s 1961; 
New York Edison 314s 1965; New York Gas 5s 1948; 
Pacific Gas & Electric 3s 1970; Portland General 
Electric 414s 1960. 


INDUSTRIALS: Bethlehem Steel 314s 1959; Celanese 
314s 1962; International Paner 5s 1947; Liggett & 
Myers 5s 1951; National Dairy 314s 1960; National 
Steel 3s 1965; Socony Vacuum 3s 1964; Standard Oil 
“ N. J. 2348 1953; United Biscuit 314s 1955; Wilson 
3s 1958. 


PURE OIL COMPANY $6 CUMULATIVE PREFERRED 
STOCK: Directors have approved the call for redemp- 
tion on October Ist, 1945, of the 282,997 outstanding 
shares of $6 cumulative preferred stock at $110 per 
share and accrued dividends. Funds to meet the call 
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Opportunities for Income and Appreciation 
In Bonds and Preferred Stocks 


D. NORWOOD 


are to be obtained chiefly from the sale of 20 year 
serial notes aggregating $31,000,000. 


ATCHISON, TOPEKA & SANTA FE: This company 
will redeem on December Ist, 1945, its convertible 4s 
of 1955 and convertible 4s of 1960. The 4s of 1960 
are callable on December 1st at 110 on five months 
notice and the 4s of 1960 at 110 on December 1st, 
on three months’ notice. With the redemption of the 
$7,977,000 of convertible bonds, Atchison’s long term 
debt will be solely represented by its non-callable 
general mortgage 4s and non-callable adjustment 
mortgage 4s. 


FULLER BRUSH COMPANY has issued a mandatory 
call to its preferred stockholders to turn in their 
shares by October 1, 1945. Stockholders of this issue 
will be paid $100 par value of the stock plus the third 
quarterly dividend of $1.75. An executive of the com- 
pany states that when the stock is turned in, the 
shares will not be retired but placed in the com- 
pany’s treasury and that the company could reissue 
the preferred stock if the need arose for such a step 
in the postwar era. 


COLUMBIA GAS & ELECTRIC CORPORATION: The 
revised program for the reorganization of this com- 
pany would result in eventual retirement of all senior 
securities now outstanding, divestment of some prop- 
erties, sale of new debt securities and the leaving un- 
disturbed of present outstanding common stock. 
While opposition developed against the original com- 
pany plan involving allocation of subsidiary holdings 
as between preferred and common stockholders, it is 
said that the new program has the support of vari- 
ous interested parties. Steps now proposed would 
first involve refunding operations by Cincinnati Gas 
& Electric Company and United Fuel Gas Company. 
This would involve a capital contribution of $6,000,- 
000 to the revised Cincinnati company. Columbia Gas 
& Electric would then retire its debentures and offer 
for sale its holdings of Cincinnati Gas & Electric and 
Dayton Power & Light Company. Once this has been 
accomplished, the preferred shares of Columbia Gas 
& Electric would be retired. The company has out- 
standing two debenture series callable at 102 and 
103. Retirement would involve a little more than 
$78,000,000. There are outstanding three preferred 
series, the 6% preferred stock callable at 110, the 
5% preferred callable at 105 and the 5% preference 
stock callable at $100. While the preferred stock of 
this company have had a substantial rise in market 
prices, further retention is recommended pending 
later developments. 


JAMES TALCOTT INC.: This company has called for 
redemption on August 20, 1945, all of its outstanding 
514% participating preference stock at $55 per share 
and accrued dividends. Holders of this issue may re- 
ceive immediate payment at the office of the Central 
Hanover Bank & Trust Company, New York City. 
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Down They Go 


Late buyers of some of the erst- 
while speculative favorites have al- 
ready got their fingers more than 
alittle burned, though the reaction 
in the general price level up to this 
writing has been relatively moder- 
ate. To cite a few, American Wool- 
en at the recent low was off about 
29% from its high, Baltimore & 
Ohio 30%, Missouri-Kansas-Texas 
38%, Aviation Corp., 21%, Pan- 
American 39%, Martin-Perry 
27%, Studebaker 29%, Hudson 
Motor 25%. Well, easy come, easy 
go. 


Good Ones, Too 


Quite a few “good” stocks have 
also declined much more than the 
market. Food Machinery at recent 
low was off over 18 points or about 
23 per cent. (It.was not split, after 
all.) Du Pont sagged from 17214, 
to 159, Dow Chemical from 143 to 
130, Westinghouse from 37% to 
3114, Deere from 4714 to 41, Con- 
tinental Oil from 36 to 30. The lat- 
ter may not look like much but it is 
over 16 per cent. 


Intermediate Reactions 


At its low to date the Dow indus- 
trial average was down less than 5 
per cent from its high, while the 
rail average was off around 9 per 
cent. Most Dow Theory experts 
(they are self-appointed and make 
no guarantees) interpret the 
movement as an intermediate, as 
distinct from a minor, reaction. 
This is based partly on a time fac- 
tor, the key fact in which is that 
the industrial average made its 
high as far back as May 29, failed 
to top it on the first rally after the 
initial sell-off, then broke through 
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the first reaction low. There is an- 
other time factor at work: in that 
it is getting somewhat late for con- 
fident hopes of a resumption of the 
seasonal “summer rise” and it be- 
gins to look as if this year’s sum- 
mer rise topped out in late June for 
the composite list. Dow Theory al- 
lows for “intermediates” cancel- 
ling from a third to two-thirds of 
the preceding leg of advance, the 
latter figured from the September, 
1944, reaction low. Two-thirds 
would take the average down to 
about 1521/, the low of last March. 
It has already gone one-third. Only 
one reaction in this bull market so 
far has taken the average down 
over 6 per cent from the preceding 
high. That was the 11 per cent set- 
back of July-November, 1943. 


Anniversary 

On next December 10 the Atchi- 
son, Topeka & Santa Fe, as pres- 
ently incorporated, will be 50 years 
old. A few days before that anni- 


Whe 
versary it will retire $7.9 millio bod) 
in debenture 4’s. That is not a big may 
debt retirement in itself, but it if} any 
a fitting celebration of the 50th 
birthday of the company, for it if§jIn H 
the last of the road’s redeemablq} p 
debt. The rest is non-callable, doe¥} ahor 
not mature for many years, and if pyll 
easily supportable. Today debt rep} the 
resents only 39 per cent of capitalif who 
zation. Sante Fe $5 preferred is # how 
high-grade income investment} extr 
currently yielding about 4.5 perf 
cent. The common may go dow} Exe 
considerably more in general mat} that 
ket reaction though it is still in line} nea: 
for an increase in the $6 dividend} larg 
» Fro 
Carry-Backs the 

Carry-back tax credits will aid§ may 
scores of companies if operatingl It s 
profits take a nose-dive during thef der 
reconversion period. Probably fev— Eee 
people realize that the railroads 
have very large “insurance” in this) See 
respect. It is estimated that on) p 
break-even operations, carry-backs 
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DECLINES SHOWN IN RECENT EARNINGS REPORTS ( 
Latest Year 

Period Ago : 
Bangor & Aroostock R.R... 6 mos. June 30 $2.38 $3.28 : 
Cutler-Hammer 6 mos. June 30 96 1.48 ; 
Gardner-Denver 6 mos. June 30 75 82 , 
Martin-Parry ........ May 31 quarter 29 209 . 
Plymouth Oil ........ 6 mos. June 30 96 1.01 1 
Sloss-Sheffield Steel 6 mos. June 30 36 OL 
CE ZEC | th ee eee eae 12 mos. June 30 75 87 ; 
SUMO IEG: <2 ee 9 inos. June 30 1.04 1.90 ; 
Parmelee Trans. 6 mos. June 30 80 1.11 | 
Thompson, J. R 6 mos. June 30 tS 93 » 
AU 
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would let Atchison show over $5 a 
share net profit, Coast Line about 
$7, Norfolk & Western over $10. 
Another way of figuring it is the 
amount of operating deficit per 
common share that could be offset 
by carry-backs. In round figures, 
it is $35 for Atchison and Coast 
Line, $25 for Illinois Central, $45 
for Nickel Plate, $34 for Southern 
Railway, $44 for Union Pacific. It 
would take some doing even for 
railroads to run up operating defi- 
cits that big over the next couple 
of years, for protracted demobili- 
zation also involves business for 
the rails. If rail deficits come it will 
not be in the reconversion year but 
in the next major depression, per- 
haps after the “catching up” boom. 
When that time comes, it is any- 
) million body’s guess what the tax laws 
ot a bigfmay be and whether they’ll have 
but it iffany kind of cushions in them. 

he 50th 
for it is 
eemable 


In Hock 


Despite the comforting talk 
dle, doe} about this being a cash-financed 
s, and iff pull market, it now comes out that 
ebtrepithe margin speculators were 
-apitalif whooping it up a bit in June. Funny 
red is how they manage so often to get 
stment} extra-bullish in the top month of 
4.5 pel}a market move. The recent Stock 
o dow} Exchange monthly release showed 
‘al mat: that customers’ debit balances rose 
ll in line) nearly $100 million in June, the 
vidend} largest monthly rise in a long time. 
| Frozen margin accounts are one of 
ithe things the matter with the 


will aid} market now, on the technical side. 





things to say here about the 
longer-term possibilities in the 
United Drug situation. For all we 
know, they may still work out— 
but we are sorry we brought the 
matter up. We had no idea that 
Montgomery Ward’s Mr. Sewell 
Avery would thrust himself into 
our calculations. Last week Mr. 
Avery made the curious public 
statement that he had been nego- 
tiating for several months with 
Justin W. Dart, president of 
United Drug, for the purpose of 
getting him to become president of 
Montgomery Ward, and that he 
still hoped to obtain Mr. Dart’s 
services. We say this is a curious 
statement for such matters are 
usually settled in private and not 
even whispered about unless and 
until a deal is made. It was the able 
new management of United Drug 
which led this column to favor the 
stock, and Dart is that manage- 
ment. Until we know whether he 
is getting out—and, if so, who is 
going to boss United Drug in fu- 
ture—we’ll have to reserve judg- 
ment on the stock. 


Portent? 


Three leading American wine 
companies have reduced prices to 
wholesalers and jobbers. It seems 
that package-store owners are 
pretty well loaded up on wine and 
leery about buying more. It seems, 
also, that some of them were 
“forced” to take wine in order to 









































eratingy It seems that some of the boysun- get deliveries of whiskies. Now 
Ing the derestimated the fix that that man whisky is in more liberal supply. 
bly fev}) Eccles could get them into. Maybe this means nothing, but it 
ilroads started us thinking. We thought 
in this) Second Thought back to the time when good liquor 
= 5 Recently, we had a few nice’ was plentiful and there was price- 
V-DAacks 
INCREASES SHOWN IN RECENT EARNINGS REPORT 
i Period Ago 
Year [ff Latest Year 
Ago 
iG £20) 10) de) |, a ee eee 6 mos. June 30 $ .97 $ .61 
$3.28 
‘isd National Bisctit <c..cccccccctcec, limes Janes0 1.45 1.41 
- Pacific Mills ...... 6 mos. June 30 2.70 2.50 
; ‘ Shell Union Oil 6 mos. June 30 1.25 1.08 
09 
“de Standard Brands 6 mos. June 30 1.42 IY: 
- Tubize Rayon 6 mos. June 30 70 .66 
5 
“ American Brake Shoe 6 mos. June 30 1.37 1.28 
ivi Copperweld Steel isccccaiccsccincsesenncons 6 mos. June 30 .84 49 
et Bainbankei@o. .2.085 June 30 quarter 30 1) 
: Hercules Powder 6 mos. June 30 2.00 1.46 
93 
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cutting every now and then. And 
we next thought ahead to the time 
—though perhaps not so soon— 
when whisky, fully aged, will 
again be plentiful. Moral: it would 
be a good idea to reappraise, more 
critically, the stock of any com- 
pany which is now making an ex- 
ceptionally large amount of hay 
out of a sellers’ market. Anybody 
who thinks a sellers’ market in any 
type of consumption goods is here 
to stay is dreaming. 


Rail Equipments 


Rail equipment companies will 
have juicy business for at least the 
next couple of years, maybe a bit 
longer. There are large orders in 
the making for freight cars and 
locomotives to be supplied to for- 
eign countries, and the unsatisfied 
demands of the domestic railroads 
continue to pile up. Passenger car 
needs are also extensive. With a 
few exceptions—notably the rela- 
tively stable Westinghouse Air 
Brake and American Brake Shoe— 
the railroad equipment stocks are 
quite speculative and fast movers, 
both ways. The very long term out- 
look—some would call it the “nor- 
mal” outlook—is not inspiring, for 
it is an industry of substantial 
over-capacity under normal condi- 
tions. Nevertheless, if you can 
guess the bottom, or thereabouts, 
of this reaction in American Loco- 
motive and American Car & Foun- 
dry, you will very likely have a 
couple of fast-rally stocks. Look- 
ing at the charts, this column firm- 
ly passes the buck on that question 
of where they might be good spec- 
ulative buys. There are some 
horses we might attempt to ride, 
but not these bucking bronchos. 


Correction 


In our investment audit of Alle- 
ghany Corporation appearing in 
the July 7 issue, two inaccuracies 
crept in which we would like to cor- 
rect. We stated, on page 377, that 
the only debt of the concern now 
is a $10,718,000 secured bank loan 
held by the Manufacturers Trust 
Company. While the total is cor- 
rect, only $9 million thereof is held 
by Manufacturers, the remainder 
being held by Chase National 
Bank. Also, due to a misprint, we 
stated that in 1929-30, Alleghany 
had issued $25 million collateral 
5% bonds. Actually $85 million 
of such bonds were then issued. 
This brings the record up-to-date. 
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The Personal Service Department of THE MAGAzINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 


- Confine your requests to three listed securities; one request per month. 
- No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


envelope. 


2 
3 
4. No inquiry will be answered which is mailed in our postpaid reply 
5 


- If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 
Special rates upon request for those requiring additional service 





Laclede Gas Light Co. 


In connection with the Consultation Serv- 
tice connected with subscriptions to your 
magazine, would like some information as 
to the prospects of the Laclede Gas Light 
Co.’s common stock. 

—Lt. C. W., Alexandria, Va. 


We have given careful consid- 
eration to your inquiry on Laclede 
Gas Light Co. This is an operat- 
ing gas utility engaged in busi- 
ness within the city limits of St. 
Louis, Missouri. Company com- 
menced active busines in 1872 and 
was reorganized this year. Under 
the reorganization plan, funded 
debt was reduced from $34,000,- 
000 to $22,000,000, and in addi- 
tion it has now outstanding 2,433,- 
620 shares of common stock. Earn- 
ings in the calendar year 1944 
were 38 cents per share on a pro 
forma basis reflecting various ad- 
justments, including the aforesaid 
reduction in funded debt. Prospec- 
tive earnings should be better, es- 
pecially if company should be able 
to purchase control of the St. 
Louis County Gas Co. from the 
North American Company. The 
latter has been ordered by SEC to 
d* est itself of the stock control 
01 the St. Louis County Gas Co. 
According to present report, Lac- 
lede common stock is expected to 
be put on a small dividend basis. 
Listed on the New York Stock Ex- 
change, the 1945 price range: 
High 714, Low 43; last 6. 

This common stock has long 
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term possibilities and is recom- 
mended at near market price of 
$5.50 simply as a speculation for 
subscribers who favor holding a 
few securities in this category. 
We would suggest moderate com- 
mitment with idea of averaging 
cost should it react to 414. 


Wayne Pump Co. 

I own some Wayne Pump stock and 
would be interested in postwar prospecis 
for this company. I would appreciate any 
tiformation you can give me. 


—B. E., Atlanta, Ga. 


Wayne Pump Co., through the 
development of its high-speed re- 
fueling pump for airports, is in a 
favorable position to benefit from 
the expected share increase in 
number of airports throughout the 
country after the war. Production 
of regular lines, particularly gaso- 
line station computing pumps, 
should also reflect a large deferred 
demand for this type of equip- 
ment which has been built up dur- 
ing the war. 

Over-all earnings in the postwar 
period will improve further as op- 
erations of foreign subsidiaries, 
notably those in England and Bra- 
zil, recover with the return to nor- 
mal world trade conditions. 

While the bulk of manufactur- 
ing activity in the last fiscal year 
was for the account of the govern- 
ment, greater civilian sales are in- 
dicated in the current period as 
more materail becomes available. 





Greyhound Corp. 


There is much discussion regarding post- 
war plans of railroads, how they will meet 
competition from expanding airlines, pri- 
vate automobiles, water transportation, ete. 
As I own stock in Greyhound Corp., am 
interested in finding out postwar flans for 
bos Koos, particularly Greyhound Lines. 
Any information you can give 
gard to this will be appreciated. 

—G. A., Stamford, Conn. 


me mM re- 


Greyhound Lines recently an- 
nounced definite postwar plans for 
making highway buses more at- 
tractive to travelers. 

In addition to better equipment 
and faster service these plans call 
for a chain of post houses—a new 
type of roadside eating places ca- 
tering to both automobile and bus 
tourists. New and remodeled ter- 
minals, based on scientific studies, 
promise innovations in the matter 
of interior arrangements, air-con- 
ditioning and loading facilities. 

Express service on many runs of 
less than 200 miles will use a spe- 
cial lounge-type bus. Seats will be 
reserved with no extra fare. 

For long runs, the Limited Serv- 
ice bus, complete with washrooms, 
snack bar and steward service, will 
be added to regular schedule. 

Still another innovation will be 
offered by Highway Tours. This all 
expense tour to scenic spots is a 
service that will be extended into 
Central and South America and 
on to the intra-country highways 
now in the making. As conditions 
abroad improve, travel originating 
in trans-atlantic countries will be 
a factor in the future all-expense 
bus tour. 


. 
Central Railroad of New Jersey 
I have read with great interest your 
article on “I.C.C. freight rate deciston” 11 
the June 22nd issue of your magazine. TVill 
you please tell me what affect this dectsion 
will have on the earnings of the Central 
Railroad of New Jersey? 
—B.I., Trenton, N. |. 


Central Railroad of New Jersey 
would receive a net increase of 
about $70,000 annually, based on 
1944 business, as a result of the re- 

(Please turn to page 516) 
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Newly announced plans for industrial expansion and public housing continue 
to brighten prospects for the building industrv, now only awaiting the signal to 





resume feverish activity. 


Largest peacetime expansion in its history is expected by the Buick division 
of General Motors Corporation, and the parent concern plans construction of a huge 
research center, the administration building alone to have a frontage of 1000 feet. 





In planning for civilian production on a scale 50% above prewar, Westinghouse 
Electric Corporation has earmarked $11.5 million to finance the additional facili- 
ties which will be required. 








Already under way is the construction of a pulp washing plant for Union Bag 
& Paper Corporation at Savannah, Georgia, the cost to run up to $2 million. 

Another $2 million plant for which contracts have been awarded, with occu- 
pancy expected by early 1946, is that of Congoleum-Nairn, Inc., the site being in 
Kearny, N. de 








Agreements have been signed by a group of New York City savings banks to 
finance a $7.6 million medium-rental housing project in Harlem, sponsored by the 
municipal authorities. 

First unit of the large new plant of Celanese Corporation of America at 
Bishop, Texas, has now started production of acids, acetone and formaldehyde from 
natural gas rather than as formerly from a petroleum base. 

Ground will soon be broken by General Aniline and Film Corporation at Johnson 
City, N. Y. for its new plant for production of sensitized paper and special machines. 
$1 million will be spent for this and another plant in Detroit. 

First signs of impending relief for the hard pressed paper industry have 
appeared with arrival of two Swedish steamers bringing 9,464 short tons of wood pulp 
valued at nearly $700,000. More may follow if price ceilings are not prohibitive. 











The furniture industry is not waving hats over release from limitations on its 
use of wood by WPB. Lumber controls are the joker, allocations to the furniture 
makers being still held at 21% of 1943 volume and even these are hard to get. 





Working capital of Marshall Field & Co., should soar as a result of its sale 
of the Merchandise Mart in Chicago for a reported $19 million. A reported $11 million 
loss from the sale, less depreciation, might reduce income taxes. 





Two subsidiaries of General Foods Corporation, the Batchelder & Snyder Co. 
of Boston and the Atlantic Meat Co. of Newark, have been sold to Hygrade Food Products 
Corporation for an undisclosed consideration. 





First arrangement of its kind by any food processor in the East is the pro- 
posed lease of Welch Grape Juice Company's plants by National Grape Co-operative 
Association, Inc. Welch would receive 3% of gross sales plus a fee of 7% for services 
as exclusive distributors. 

World's largest producer of soft coal will be the successor to Pittsburgh Coal 


Co. and Consolidation Coal Co., a merger just approved by Pittsburgh stockholders, 
unless the numerous objectors find legal loopholes to defy it. 
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Plans of Henry J. Kaiser to enter the automotive field have crystalized in 
the announced new Kaiser-Frazer Corporation. Mr. Frazer, president of Graham-Paige, 
is to run the new concern. A low priced "Kaiser" car will be produced in the West 
and a Similar "Frazer" in the East. 

The U. S. Mint can set production records as well as industry. During 1944, 
4,035,105,101 coins poured out of the Government plant, an average of about 46 tons 
per day, to provide plenty of loose change for everybody. 





Fifty four-engined 300 miles an hour Douglas planes to cost $25 million 
have been ordered by United Air Lines to expand its postwar services, and the com- 
pany expects to spend up to $8 million more for twin-motored "mainliners." 


1944 sales of 288 department and specialty store topped all records with 
$2,258,587,000 and pretax earnings also hit a new high mark. But income taxes, 
including EPT, reduced net income from 11.4% on sales to less than 4%. 

Forty-three apparel shops operated in twenty-one States by Deiay Stores, Inc. 
will be remodelled to include distribution of consumer durables such as refrigerators, 
radios and appliances. 

Stockholders of Textron, Inc. will be asked on August 28 to approve a two 
for one split-up on the common shares. Textron is also angling to acquire several 
weaving mills and sewing plants. 





Atlas Plywood Corporation's timber lands in North Carolina may prove to be 
oil bearing. Tidewater Petroleum & Gas Co. has agreed to explore 15,000 acres on 
a rental and royalty basis. 

Makers of commercial truck trailers are receiving additional encouragement 
from WPB by authorization to make 8,064 more trailers during 1945. Total now per- 
mitted will be 18,696, not counting 8,804 on an unrated basis. 

According to Zenith Radio Corporation, postwar volume promises to be sub- 
Stantial, 15,243 dealers having already placed orders amounting to $57 million for 
delivery in the first ninety days after the start of reconversion. 








The National Association of Woolen Manufacturers has asked woolen mills to 
return to the Government windfall profts arising from civilian sales, as a result of 
contract cancellations, at higher prices than charged Uncle Sam. 


By borrowing $12 million in form of an eight year 24% serial loan from 10 
banks, Studebaker Corporation has decided to terminate total VT loan privileges of 
$80 million, highlighting a marked trend in industry to end Government financial aid. 





Similarly, liquidation of a $5 million V-loan is to be accomplished by 
F. L. Jacobs Co. with proceeds of a new issue of 100,000 shares of 5% convertible pre- 
ferred stock with par value of $50, underwritten by a banking group. 


Aviation Corporation has prepared to borrow $25 million from banks to finance 
its purchases of Crosley Corporation. 


One of the largest independent vegetable packers in Utah, Rocky Mountain 
Packing Corporation, operating four plants, has been acquired by Hunt Foods, Inc. 





Negotiations are under way to reconvert a $30 million Government-owned 
ammonia plant in Arkansas for production of fertilizer, with the Lion Chemical 
Corporation, subsidiary of Lion Oil Refining Co., as potential buyer. All subject 
to prior war needs, of course. 





World's largest seaplane soon to appear is the monster under construction by 
Howard Hughes in California, to cost $20 million. Its eight engines can carry 750 
passengers non-stop for several thousand miles. Wingspan is 320 feet. 


To meet heavy postwar demand for its products, Singer Sewing Machine Company 
plans to provide $200,000 worth of new machinery for a cabinet making subsidiary in 
Arkansas. 

With an eye on Mexican business, Aireon Manufacturing Co. has ‘formed a branch 
concern in that country to operate a new plant and to handle sales. 
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Pest MONEY AND BANK CREDIT SUMMARY 
‘7 MONEY AND CREDIT — Congress 
passes reconversion tax bill, making $5 
billion additional cash available to 
944, : goLTOTAL LOANS & [ business and industry. Treasury Secre- 
tons §— INVESTMENTS tary Vinson favors bigger taxes on capi- 
4 X tal gains and stiff individual income 
ie taxes; but lower excise and business 
d taxes. 
m= : INVESTMENTS _IN | i 
¢ US.GOVERNMENTS jean. TRADE — Department store sales in 
a = F tt, dines week ended July 14 were 15% ahead 
Pi Td “ aaa of last year, against increases of 20% 
§ ; £ PO de al for four weeks and 13% for year to 
; ci we date. 
Inc. ff 5 30t——DEMAND_ DEPOSITS 
Fors. a Pe aaa INDUSTRY—Per capita business ac- 
| tivity about 1!/2°% below last year. Bar- 
a 2 CIRCULATION ring peace this year, munitions produc- 
4 : tion by December expected to be 1/3d 
l : lower than on V-E day; but expanding 
5 , az civilian activities will take up much of 
4 ‘TOTAL LOANS the slack. 
be ff io stn 
. : sdeiaeeiialahiaiccniiaamnaiii TSer eT ee T COMMODITIES — Spot and futures 
iu ' JFMAMJJASOND markets reactionary under peace ru- 
at q 1944 1945 mors. Food supplies next year will be 
_ : SiO. Or rej wreraems. 
— 
r 
; to 
ft 
Owing largely to greater than normal seasonal BUSINESS ACTIVITY 
declines in electric power output and Paperboard PER CAPITA BASIS 
; production, this publication's weekly index of per M.W.S. INDEX 
f | capita Business Activity has receded nearly sae 
aid. f 1% during the past fortnight to a level about “ae 
: 11/,°% below last year at this time. 1945 oer 
— 160 1 fwrnres —_2**teeea es 
pre- ay 
Accompanying this as yet rather mild recession is 5 [944 ___ 
has been a pronounced westward shift in the 
sami centre of munitions output and direction of ship- —_ 
ments as evidenced by reports that Freight Car si r, 
n Unloadings of export and coastal freight at U. S. a coi sf 
ports during June were 65°, higher than a year oo Lee Se. ee 
ago at Pacific ports, but 23° lower at Atlantic $ . aa 
ports—with an overall increase of 20°, for both ~ 135 =a 
coasts. 3 wccrccccess, oo OF 
*x * 7 — 
at % 
Department Store Sales in the week ended * as 
by July 14 were 15% ahead of last year in value, eee 
: compared with increases of 20% for four weeks a 1 
50 and 13% for the year to date. sal allie 
x x a 
ay The WPB estimates that, if the Pacific war does si ra 
n not end this year, Munitions Production will be ‘ae f ‘ 
reduced gradually to an annual rate of $40 bil- N. Minin 
anch lion in December, compared with the $60 billion 100| —Sservascaserms ee 
rate on V-E day. a a ae ee ee 
* 95 
JFM AM JJ AS ON OD 
(Please turn to the following page) — 
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Latest Previous Pre- 
Wk. or Whk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
FEDERAL WAR SPENDING (tf) $b July 18 1.62 1.53 1.69 0.43 : 
Cumulative from Mid-1940.._ A July 18 294.4 292.8 204.0 14.3 (Continued from page 501) 
Resumed output of civilian goods, however, will 
FEDERAL GROSS DEBT—S$b July 18 261.3 261.1 207.1 55.2 take up much of the slack from curtailment of 
munitions production. The WPB announces, for ex- 
ample, that enough materials will be available 
MONEY SUPPLY—Sb Jol : _ -_ iii within the next sixty days to raise production 
Demand Deposits—101 Cities.._ uly 18 47. 5. . : il ae, 
Currency in Circulation.______| July 18 26.9 269 225 10,7 | qWotes for new passenger Automobiles and ren 
der new cars ration-free by next January. 
BANK DEBITS—13-Week Avge. si 
New York City—$b.00 July 18 7.10 6.98 5.68 3.92 
100 Other Cities—$b..__ July 18 8.35 8.32 7.76 5.57 Tin has become about the most critical bottle- 
— neck. Henceforth the WPB will not release any for 
INCOME PAYMENTS—$b (ed) May 20h | Res tke an | en Cetontey, (wo So net nga — 
Salaries & Wages (cd)... May 954 956 9.22  5.56| Eastern production area this year, our stockpile 
Interest & Dividends (cd)... May 0.50 0.81 0.49 0.55; will be gone by late 1946. So American industry 
Farm Marketing Income (ag). oot . May 1.45 1.42 1.45 1.21] is hunting for substitutes to use in bearings, bush- 
Includ’g Govt. Payments (ag)... May 1.53 1.57 1.54 1.28 ies eek sahil. 
* * * 
CIVILIAN EMPLOYMENT (cb)m June 52.0 51.3 53.2 50.4 ? 
Agricultural Employment (cb)... June 9.1 8.0 9.6 a. Congress has passed the Reconversion Tax 
ne rence gm May 37.7 37.8 38.7 13.6 Bill which will make about $5 billion of additional 
mployees, Government (Ib)..|_ Ma 6.0 6.0 5.8 45 ' th 7 
UNEMPLOYMENT (cb) m iid MW 0.7 10 34 cash available to business and industry © meas 
ure boosts the excess prots tax exemption to 
$25,000 from $10,000; permits corporations to 
FACTORY EMPLOYMENT (ib4) May 152 155 167 147 apply against current taxes the 10% credit on the 
Durable Goods May 202 207 230 175 excess profits tax; speeds up refunds from carry- 
Non-Durable Goods _ May 113 114 117 123 backs of new operating losses and unused excess 
ona” Cnmee anaes May 303 317 334 198 profits credits; and permits corporations to cash 
their “post-war” tax refund bonds at any time 
FACTORY HOURS & WAGES (Ib) fter Jan. 1, 1946. 
Weekly Hours... Apr. — «<_< -_— <i” ” 
ie ee ia Apr. 104.5 104.4 101.3 78.1 © om 
eekly Wage eeariaae 47.16 47.43 45.55 31.79 
— Plans for Smoothing the Business Cycle are 
receiving serious consideration in high Adminis- 
PRICES—Wholesale (ib2) July 14 105.6 105.8 103.9 92.2 | tration quarters. The core of these proposals is the 
menial nce. May 140.9 139.9 137.0 116.1 Murray “Full Employment” bill (S-380), which 
reportedly has the support of the new Secretary 
COST OF LIVING (Ib3) Ain 128.0 1271 125.1 110.2 of the Teoosury Vinson, Commerce Secretary Wal- 
Food May 138.8 136.6 135.5 113.1 lace, President Truman; Senators Wagner, Thomas 
Clothing May 144.4 144.0 137.4 113.8 of Utah and O'Mahoney of Wyoming. 
oat May 108.3 108.3 «= 108.1 = :107.8 oer 
RETAIL TRADE $b The Murray bill provides that the President shall 
— + ya (ed) ______ May 5.89 5.46 5.85 4.72| submit to Congress each January a ‘National 
urable ee 8 0.81 0.91 1.14 . 4 
Non-Durable Ls aes ed se 4.65 4.94 3.58 Production and Employment Budget for the 
Dep't Store Sales (mrb)___ May 0.52 0.49 0.50 0.40| coming fiscal year opening July 1—estimating the 
Retail Sales Credit, End Mo.  (rb2) May 2.20 2.22 2.10 5.46| “labor force” (number of people who will desire 
to work), the “national gross product” (volume of 
MANUFACTURERS’ private and public business) deemed necessary to 
New Orders (cd2)—Total May 296 339 293 212 provide jobs for such labor force, and what the 
Durable Goods ........ May 438 531 436 265 national gross product during the coming fiscal 
ee May 204 218 -” 178 Id be without G t interventio 
Shipments ee May 271 286 264 183 year wou wilias - he -aieeaaias in n, 
Durable Goods May 364 390 321 220 ie., on a “laissez faire” basis. 
Non-Durable Goods May 206 215 190 155 si et i 
BUSINESS INVENTORIES, End Mo. If the indicated volume of “unregulated” busi- 
Total (cd)—$b May 26.8 26.8 27.8 26.7 ness falls short of supposed requirements, the Gov- 
Manufacturers’ May 16.2 16.3 17.3 15.2 + will mak ke if ‘ hard 
idialenalans May 3.9 39 41 4.6 | ernment will make work; if prospects point to an 
Retailers’ May 6.7 6.6 6.4 7.2 | excessive business boom, measures (such as in- 
Dept. Store Stocks (rb)—I_ May 165 156 147 139 creased taxation, curtailment of investments, etc.) 
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PRODUCTION AND TRANSPORTATION 





























Latest Previous Pre- 
Wk.or Wkoor Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Aao Harbor 

BUSINESS ACTIVITY—i—pc July 14 159.2 160.8 161.8 141.8 
(M. W. S.)—I—np. July 14 171.5 173.2 172.4 146.5, (Continued from page 502) 

—— PROD. (rb)—I—np oo rp ys pn bo will be taken to curb the exhuberance. As an 
rts an a pad bs Me ia ben adjunct to these measures, Chairman Eccles of the 
Non-Durable Goods, Mfr. May 174 174 169 141 FRB would also keep the hand of his central bank- 

CARLOADINGS—t—Total July 14 os re pone na ing system on the throttle of Consumer Credit. 
Manutactures & Miscellaneous... July 14 389 335 396 379 ae 
Mdse. L. C. L. July 14 105 93 101 156 ' ail “ 

Grain July 14 66 55 63 43 Owing to the fallibility of human judgment and 














— | the time lag between economic cause and effect, 


ELEC. POWER Oviper (E.w.ii.)m July 14 4,295 3,978 4,377 3,269 we suspect that This Superplan Would Create 









































SOFT COAL, Prod. (st) m July 14 12.0 8.1 123 10.8 | More Maladjustments Than It Corrects. 
—_— ~ Jan, 1______. July 14 317 305 341 446 Subscriptions to the Seventh War Loan to- 
' rere rncere neni May 44.0 43.8 55.3 61.8 taled $26.3 billion, a new high record and nearly 
PETROLEUM—(bblis.) m double the $14 billion goal. Individuals bought 
_— ——. Diy es ped rs Pid ae a Pd $8.7 billion, $1.7 billion more than their quota; 
asoline Stocks _... oon uly la i ; : 7 
Fuel Oil Stocks __ duly 14 a5 408 49 941 | but Ebond snee, though ote cow high, R's 
Heating Oil Stocks July 14 34.8 33.7 36.9 54.8 trifle short of the $4 billion goal. 
LUMBER, Prod. (bd. ft.) m July 14 402 252 540 632 | = 
Stocks, End. Mo. (bd. ft.) b....... __dune 3.1 3.2 3.2 12.6 Foreign Economic Administrator Crowley says 
STEEL INGOT PROD. vee m June 6.87 7.45 7.23 6.96| that U. S. Loans Abroad, primarily for rehabili- 
Cumulative from Jan. |... June 43.2 36.3 45.1 74.69 tation, may approach $3 billion over the next 
1 twelve months. 
ENGINEERING CONSTRUCTION ie 
AWARDS (en) $m July 19 50.1 49.0 36.1 935 
Cumulative from Jan. 1... July19 1,006 956 1,009 5,692 Treasury Secretary Vinson favors bigger Taxes 
———— | __ on capital gains, stiff individual income taxes; but 
MISCELLANEOUS | i d busi t 
Paperboard, New Orders (st) t July 14 151 180 146 165 ee a a ae Te 
Waste Paper Stks., End Mo. (st) t May 194 187 123 167 x * * 
U. S. Newsprint Consumption (st) t... June 272 294 264 373 
Do., Stocks, End Mo. ee June 443 446 455 523 New York banking circles believe that 100% 
Wood Pulp Stks., End Mo. (st) t May 86.2 78.2 90.5 98.5 Stock Margins are in the cards. 
Cigarettes, Domestic Sales—b........... May 203 17.1 21.1 17.1 





Ag—Agriculture Dep't. b—Billions cb—Census Bureau. cd—Commerce Dep't. cd2—Commerce Dep’t., Jan., 1939—100. cd3—Com- 
merce Dep't., 1939—I100. cdlb—Commerce Dep't. (1935-9—100), using Labor Bureau and other data. en—Engineering News-Record. 
I—Seasonally adjusted Index, 1935-9—100. Ib—Labor Bureau. Ib2—Labor Bureau, 1926—!00. Ib3—Labor Bureau, 1935-9—100. lb4—Labor 
Bureau, 1939—100. It—Long tons. m—RMillions. mpt—At Mills, Publishers and in Transit. mrb—Magazine of Wall Street, using Federal 
Reserve Board data. np—Without compensation for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb2—Federal 
Reserve Board, Instalment and Charge accounts. st—Short tons. t—Thousands. tf—Treasury and Reconstruction Finance Corp. 
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No. of ———__ 1945 _ Indexes ———_—__— (Nov. 14, 1936, Cl._—100) High Low July14 July 21 
Issues {1925 Close—100) High Low July14 = July 21 100 HIGH PRICED STOCKS... 86.31 73.59 84.88 82.30 
290 COMBINED AVERAGE . hae? 105.0 130.2 125.6 100 LOW PRICED STOCKS... 156.15 112.22 152.81 147.75 
4 Agricultural Implements 197.4 160.5 184.2 177.2 6 Investment Trusts _... («454.8 44.7 51.8 50.0 
10 Aircraft (1927 Cl—100).._ 213.6 156.0 203.6 192.7 3 Liquor (1927 Cl.—100)_.... 562.5 391.0 538.5 517.5 
6 Air Lines (1934 Cl. —100)... 877.5 559.6 802.1 761.0 8 Machinery _- ss s:'74+«5 137.5 167.6 163.2 
5 Amusement _... ae 78.9 88.1 85.9 2 Mail Order eae 120.8 96.7 119.6 115.8 
13 Automobile Accessories ..... 235.3 178.2 226.1 218.8 3 Meat Packing 95 68.6 95.1H 88.5 
12 Automobiles ......... . 46.8 33.8 44.4 42.3 11 Metals, non-Ferrous ____ 180.3 149.0 174.7 171.1 
3 Baking (1926 Cl. —100) W668 14.3 16.1 15.7 3 Paper 23.9 18.9 225 21.8 
3 Business Machines ....... _. 263.5 221.3 250.1 241.6 22 Petroleum ss 167.1 142.5 156.9 152.8 
2 Bus Lines (1926 Cl.—100). - 160.8 123.5 149.0 143.8 19 Public Utilities _ ame _ 94.0 55.4 93.3 94.0H 
BP ACHOMICGIS eect ote =~ 2077 189.2 204.7 198.4 5 Radio (1927 Cl—100) ___ . 3kA 27.5 30.8 29.6 
4 Communication 87.0 73.5 84.4 82.3 7 Railroad Equipment 83.3 68.9 81.2 78.9 
13 Construction ........ Fl 42.3 51.0 48.8 2) Reiwoad@ee 2 SRS 22.8 35.1 32.6 
7 Containers : =. S400 276.5 314.4 311.4 2 Shipbuilding _ ss s«zd2*75 96.6 107.8 101.5 
8 Copper and Brass eee . 84.5 74.8 80.3 78.4 Cae ol OM, anaes 443.6 401.6 408.8 401.6a 
2 Dairy Products ow. = S88 47.6 56.7 55.1 12 Steel and Iron _..s«*d'(002 82.8 99.6 94.8 
5 Department Stores . a 0 39.8 53.6 51.1 3 Sugar 68.0 55.2 65.3 63.0 
5 Drugs and Toilet Articles. 157.2 117.6 143.3 139.2 2 Sulphur 212.4 173.5 204.1 197.7 
2 Finance Companies ............... . 265.3 222.1 255.2 243.8 3 Textiles 102.4 58.5 96.6 92.0 
2 Gooabrnds 2 6 134.5 159.8 155.9 3 Tires and Rubber Ss s—tiéi3'8« 34.0 36.2 34.7 
2 hood gioms EG 56.1 64.6 62.8 AC ea a 79.0 67.5 78.9 77.6 
4 Furniture 98.0 81.6 90.6 87.8 2 Variete Sistas +. 8... 287.4 255.6 274.1 266.7 
3'Gorm Mining 3. 1158.0 938-5 Hits 949.8 21 Unclassified (1944 Cl—I00) 126.1 100.0 121.0 115.9 
H—New HIGH since 1937. a—New LOW this year. 
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Under the impact of peace rumors, spot and futures markets 
were mildly reactionary during the past fortnight. Declines in 
cash wheat and cotton were responsible for a recession of 
nearly |°%/, in the M.W.S. Index of Raw Materials Spot Prices. 
Evening up in July grain contracts lifted July rye to a new 
20-year high. July barley also spurted to a new seasonal 
high. July, September and December corn continues to sell at 
ceiling prices, with stocks at terminal markets about 25%, 
lower than a year ago. Farmers are reluctant to sell corn at 
the present ceiling price, since they can make more money 
feeding it to their livestock. Distillers will be limited to 2!/, 
million bushels of grain during the August liquor “holiday” — 
about one-fourth of what they used during the January holi- 
day. The Agriculture Department has placed a complete ban 





Trend of Commodities 


a the use of corn for making either beverage or industrial 
alcohol, which will prevent distillation of bourbon. In view of 
the prospective feed shortage next year it is fortunate that 
this season's oats harvest promises to be the most bountiful 
in 25 years. Recent favorable weather is helping not only 
oats, but also the three-weeks-late corn crop. Stocks of wheat 
at terminal markets are building up rapidly but, at present 
writing, are still about one-third smaller than a year ago. 
Despite this year’s bumper crop, it is possible that bread 
prices may be allowed to rise next year; since Government 
planners are talking about stopping the $1.50-a-sack flour 
subsidy, which is equivalent to a 24-cent refund on a bushel 
of wheat. Sugar and lard ingredients may cost more, too. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equals 100 


Date 2 Wk. 1 Mo. 3 Mo.6 Mo. 1 Yr. Dec. 6 
July21 Ago Ago Ago Ago Ago 1941 
183.6 183.7 183.9 183.6 183.0 182.3 156.9 
168.9 168.9 168.9 169.0 169.0 168.4 157.5 
193.8 193.9 194.3 194.6 192.6 191.9 156.6 


28 Basic Commodities 
11 Import Commodities 
71 Domestic Commodities 
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Average 1924-36 equals 100 


1945 1944 1943 1942 1941 1939 1938 1937 
High . 101.70 98.13 96.55 88.88 84.60 64.67 54.95 82.44 
Low . 93.90 92.44 88.45 83.61 55.45 46.50 45.03 52.03 
504 


Date 2 Wk. 1 Mo. 3 Mo.6 Mo. 1 Yr. Dec. 6 
July21 Ago Ago Ago Ago Ago 1941 
226.7 227.0 228.2 226.6 223.2 223.9 163.9 
208.9 209.0 209.6 208.9 207.5 208.0 169.2 
166.5 166.5 166.5 166.4 166.3 165.0 148.2 


7 Domestic Agricultural 
12 Foodstuffs 
16 Raw Industrials 


RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1945 1944 1943 1942 1941 1939 1938 1937 
High 982 97.6 960 89.1 66.7 78.3 65:4 91.5 
Low . 96.7 94.9 89.3 86.1 74.3 61.4 57.5 64.7 
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What of the Rubbers 
Today? 





(Continued from page 494) 


(C) More stable prices of the 
raw material, due to availability 
of synthetic, will be of great im- 
portance. Large inventory losses, 
which periodically plagued the in- 
dustry, would not recur. To the ex- 
tent that synthetic, in an even flow 
from nearby plants, is used, less 
working capital will need to be tied 
up in inventories. The operating 
advantage would be similar to that 
which has induced more and more 
cotton mill owners to prefer work- 
ing with rayon which, like synthe- 
tic rubber, is a controllable mate- 
rial in physical characteristics, 
price and delivery. 

An unusual thing about the rub- 
ber stocks is that the leading four 
issues are so closely matched in 
practically every item which has a 
pertinent place in comparative 
analytical appraisals: in market 
price and price-earnings ratios, in 
capitalization and leverage, in cur- 
rent dividends and yields thereon, 
in normal sales per common share, 
in book values, and in normal per- 
centage return on invested capital. 
Also, it might be added, in close 
similarity of tax positions. Not 
only that, but some of the secon- 
dary companies—such as Lee, 
Dayton and General—have about 
as good a long-term record, on & 
per share basis, as have the Big 
Four, the difference being really 
more one of scale than of quality. 

That being so, any analyst 
should approach the matter of sin- 
gling out the “best” rubber stock 
with a real humility. It is easy 
enough to insist that Chrysler tops 
Packard like a circus tent and that 
Atchison is far and away a better 
railroad stock than New York Cen- 
tral—but there are no such sharp 
distinctions among the Big Four of 
the rubber business. Nor will the 
market give one much of a clue. 
Formerly, U. S. Rubber, because 
of the du Pont interest therein, 
was the market leader of the 
group. At the 1937 bull market 
high, for instance, it was priced 
much higher than the others both 
absolutely and relative to earnings. 
This is a good company and it is no 
reflection upon it to say that noth- 
ing in its record of performance to 
date justifies the large market pre- 
mium it formerly commanded over 
the others. 

From the very start of this bull 
market the four stocks have been 
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closely bunched. Seldom has the 
spread between highest and lowest 
price, within the group, exceeded 
5 points at any given time. In the 
race, so to speak, to this year’s 
highs it was almost a photo finish, 
with Firestone first at 64, Goodrich 
second at 6314, U.S. Rubber third 
at 6134, and Goodyear fourth at 
5734. In the reaction to date, cor- 
responding relative positions have 
been held. 

If capital gain in a rubber stock 
is the objective, to put it baldly, 
the problem, so far as the Big Four 
stocks are concerned, is about 99 
per cent opportune timing and 1 
per cent selection. All four of these 
companies are ably managed. The 
writer doubts that any one of them 
will show especially marked advan- 
tage over the others in the postwar 
period. At any rate, there is no 
present basis of fact on which a 
prediction of importantly diver- 
gent potentialities can be based. 

In depression periods Firestone 
earnings have held up considerably 
better than those of the others— 
which, however, is not in the least 
to say this company has stable 
earnings—and its long-term divi- 
dend record has been superior. It 
has a presumably important dis- 
tinction in ownership of the large 
chain of Firestone stores, selling a 
variety of merchandise, not all of 
Firestone manufacture. I say “pre- 
sumably” because the company 
has never revealed store sales or 
profits separate from its consoli- 
dated reports. 

Firestone in peacetime has de- 
rived about two-thirds of its gross 
from tires and tubes, having a rela- 
tively light position in the wide 
range of so-called mechanical rub- 
ber goods. In the latter respect, 
Goodrich and U.S. Rubber are bet- 
ter balanced, while Goodyear 
would be ranked fourth since about 
three-fourths of its normal volume 
heretofore has been in tires and 
tubes. So far as can be seen now, 
all appear to have about the same 
potentialities in plastics—though 
in use and promotion Goodrich 
Koroseal and Goodyear Pliofilm are 
ahead of anything on the Firestone 
or U.S. Rubber lists. The available 
evidence suggests that Firestone is 
planning to range further afield 
from the rubber business in its 
diversification than the others. 
Some of its advertising has im- 
plied, without definitely saying so, 
that it may manufacture a variety 
of household appliances. Obviously 
the possibilities in completely new 
ventures can not be appraised in 
this article. (Please turn to page 508) 





NOTE—From time to time, in this space, 
there will appear an advertisement which we 
hope will be of interest to our fellow Ameri- 
cans. This is number seventy-one of a series. 
ScHENLEY Distitters Corp., New York 


From “Down Under” 


From somewhere in the Southwest 
Pacific comes one of the most interest- 
ing letters from a lad who, too, has 
post-war plans. He addressed his letter 
to Schenley Distillers Corporation and 
says that, while he, along with millions 
of other American boys, is at present 
“employed,” he is giving serious con- 
sideration to his personal post-war 
plans, “if everything goes as well as 
they have been going.” 


We have received a number of such 
letters from Australia, North Africa, 
“somewhere in Italy,” “somewhere in 
France” and from way up in Iceland, 
but there is something unusual in this 
latest letter and we are going to quote 
a couple of paragraphs verbatim. Here 
they are: 


“T can sum up my post-war aims 
very simply. I seek no special priv- 
ileges, no public bounties, no paeans 
of praise. All I ask is that I be pro- 
vided the opportunity to work in 
peace, to produce the many- things 
that the pursuit of war necessarily 
denies us. All I want is the chance 
to earn a decent American living 
for myself and for the family I un- 
dertook to start—until the needs 
of our country demanded a tem- 
porary halt. I do not consider my- 
self a special case. I quite well 
realize that many of my buddies 
are in exactly the same position as 
I. If I could, I would speak for 
them as well, but I am of no im- 
portance in that respect. 

“T am twenty-five years of age, 
married and have a child of two. 
I realize that you have the problem 
of your own employees at present 
in the service, and I would be the 
last person in the world to wish to 
compete with them for their jobs.” 


This lad then hopes that he may have 
an interview “when I get my job done 
over here.” 

He closes his letter, “May I hear from 
you in this respect? I feel very grateful 
for your consideration and I pray and 
hope that I will be around to read your 
answer—if you answer.” 

Our answer? Well, that just doesn’t 
belong here. But you can wager that 
with our answer goes our prayer that 
he be “around” when it arrives. 


MARK MERIT 


of ScHENLEY DISTILLERS Corp. 


FREE—Send a postcard or letter to Schenley 
Distillers Corp., 350 Fifth Ave. N. Y. 1, 
N. Y., and you will receive a booklet con- 
taining reprints of earlier articles on various 
subjects in this series. 
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ESSO RESEARCH DEVELOPS 


AM 
muh UGTAK 
AVIATION FUEL... 


Now being tested by leading 
aircraft engine manufacturers 








1 If hurled suddenly into space, as shown, a single gallon of 
" aviation gasoline almost instantly forms a “pocket” of more than 
700 cubic feet of inflammable gas-and-air vapor, ready to flash into fize 
at the slightest spark. But do the same under normal conditions with 
this new Safety high octane fuel and you get NO inflammable vapor! 
In fact, a lighted match can be dropped into this new Safety high octane 
fuel, and the match simply goes out! 
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With much of the laboratory groundwork 
=" done— including engine testsin the Esso Laboratories 
at Bayway, N. J.—the new Safety high octane fuel is now 
being.tested by aviation engine manufacturers for applica- 
tion to post-war aircraft. Packing all the power of regular 
100 octane gasoline, but so resistant to chance ignition 
you can douse a lighted cigarette in it—Safety high octane 
fuel promises to extend still further the splendid safety 
records of commercial aviation. 
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3 Full-scale commercial production—of this Safe- 
*" ty high octane fuel will not be possible ti!l after the 
war. Petroleum ingredients needed for its manufacture 
are now whcl!y required for war-time production of 
synthetic rubber and 100 octane gasoline. But when the 
petroleum industry can turn from its war job and use 
facilities now needed to make 100 octane gasoline for 
our fighting planes, an adequate supply of this Safety 
high octane fuel from the industry can be assured for 
those operations where it can contribute to safety. 
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A DEVELOPMENT OF CONTINUOUS PETROLEUM 
RESEARCH AT ESSO LABORATORIES 


Recently demonstrated at a Press conference in New York City 


Back in 1930, Esso Laboratories began experiments leading 
to the first production of a Safety high octane aviation fuel. 

Because of certain combat requirements, the fuel has not 
been found practical for today’s military planes, although 
the Army and Navy conducted extensive tests with it in the 
early 1930's. 

The Navy, however, has made use of this Safety fuel to 
test fuel systems on aircraft carriers under construction or 
repair, to minimize danger of flash fires from the sparks of 
a welder’s torch or from static electricity. 

But the real story of Safety high octane fuel must wait 
till after the war. Then—with proper engines ready for its 
use, and with plants and processes now engaged in war 
work made available to quantity production of Safety fuel 
Safety fuel may prove an important step toward still safer 
travel in the air. 


ESSO LABORATORIES 


where constant research produces 
high quality petroleum products for 


STANDARD OIL COMPANY (N. J.) 


AND AFFILIATED COMPANIES 








Copr. 1945, Standard Oil Company (N.J.) 
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What of the Rubbers 
Today? 


(Continued from page 505) 


In present business—that is, 
war business—Goodyear is the one 
that has got itself farthest “off 
base.” Current volume is consider- 
ably the largest among the four 
companies and a large part of it is 
in aircraft work. Goodyear adver- 
tising implies, in an unspecific way, 
a continuing postwar interest of 
some proportions in aviation, in- 
cluding large dirigibles. In order 
of shrinkage of sales, incident to 
war-work terminations, the writer 
would put Goodyear first, Fire- 
stone second, U. S. Rubber third 
and Goodrich last. This suggests 
some attention to the matter of tax 
cushions. The effective tax rates 
last year—that is, ratio of com- 





bined Federal income tax and EPT’ 


to pre-tax earnings—were about 
72 per cent for U.S. Rubber, 79 per 
cent for Goodyear, just under 72 
per cent for Firestone and 79 for 
Goodrich. Thus, all are substan- 
tially tax-cushioned, with Good- 
rich and Goodyear most so. 

There is not a great deal of dif- 


. ference in leverage until senior 


capitalization and number of com- 
mon shares are related to normal 
sales per common share. Taking 
the high prewar year, 1937, as a 
sample, Goodrich had sales of 
$115 a share of common, U. S. 
Rubber $106, Goodyear $105 and 
Firestone $81. Goodrich, on an 
over-all basis, has the most lev- 
erage, Firestone the least. How- 
ever, all have very considerable 
leverage and the importance of 
the variations should not be un- 
duly emphasized. The decisive fac- 
tor of possible change in earnings 
centers in variation of sales and 
profit margins. This point merits 
brief exploration. 
The writer has calculated that 
on a 40 per cent tax basis, U. S. 
Rubber covld earn around $15 a 
share on postwar sales of $400 
million and an operating margin 
of 15 per cent., but that on sales 
of $350 million and a margin of 
10 per cent the profit would be 
only about $5 a share. The range 
of possibility is very wide for all 
these companies. Thus, one can 
say that postwar earnings poten- 
tials look promising, but to ven- 
ture specific guesses on a per 
share basis would be futile. In 
short, a moderate variation in 
sales, combined with a variation 
of two or three points in margin, 
can change earnings, either way, 
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by a large:number of dollars per 
share. 

Firestone has the largest book 
value, $57.21 a share; and Good- 
rich, at $55.52, is second. These 
two stocks are priced closest to 
book values. U. S. Rubber and 
Goodyear are priced substantially 
above book values of $41.56 and 
$44.02, respectively. The biggest 
increase in book value over the 
pre-war year J939 is that of Good- 
rich. In working capital current 
ratio, Goodyear is highest at 3.1; 
Goodrich second at 2.7, U. S. Rub- 
ber next at 2.5 and Firestone last 
at 2.3. All will have adequate, or 
strong, peacetime ratios. 

And now, if the writer is re- 
quired to split some hairs, Fire- 
stone can be selected as the near- 
est thing to an investment among 
rubber equities; while for longer- 
term capital gains objectives the 
analytical facts give Goodrich the 
edge. I can not, of course, guar- 
antee that the analytical facts 
will tell the whole market story. 
Largely because of the du Pont 
connection, the “Street” still 
thinks of U. S. Rubber as the 
“leader.” It may well regain that 
market status. But facts, in mar- 
ket selection, ought not to be out- 
weighed by tradition or senti- 
ment, and I choose to champion 
them. Goodrich is the speculative- 
investment choice. 

In size, the rest of the compan- 
ies in the accompanying tabula- 
tion are decidedly secondary, cap- 
italizations are proportionately 
small and the number of inter- 
ested shareholders, or prospective 
holders, rather limited. Because 
of that, plus space limitations, we 
shall deal with them succinctly, 
and first by a process of elimina- 
tion. 

Intercontinental Rubber is not 
a fabricator but a producer of 
crude rubber extracted from the 
guayule shrub at plants in Mex- 
ico. War period earnings, though 
small, are far above pre-war av- 
erages. There is no significant 
tax cushion. The past record has 
been unimpressive and the longer 
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term prospect is obscure. The 
stock is unattractive. 

Norwalk Tire & Rubber is de- 
pendent on the replacement mar- 
ket for tires and tubes, footwear, 
batteries, fan belts, radiator hose, 
etc. The past record has been un- 
impressive. The stock appears 
over-priced on probable normal 
earning power, as well as on book 
value of only $4.98 a share, even 
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though the company is substan- . 


tially tax-cushioned. 


Seiberling Rubber gets about [ 


90 per cent of its gross normally [7 
from tires and tubes, sold mainly | 


in the replacement market. It is 
a considerably better stock than 
the two previously discussed, but 


ean 


no dividend was paid for twelve | 


or more years prior to 1941. It 
couldn’t pay a dividend even in 


1929. Though cushioned, for tran- Ff 
sition, by a tax rate of about 70 


per cent., the stock is not appeal- 


ing and more value, per dollar ven- [ 
tnred. is offered by any of the Big f 


Four issues. 

As said before, except in size, 
Lee Rubber, General Tire and 
Dayton Rubber, compare fairly 
well with the Big Four stocks in 
speculative-investment quality. 
T.ee is cushioned by a 74 per cent 
tax rate, is reasonably priced on 
high book value of $55.62 a share 
and pays the highest dividend 
rate, $2.25, in the industrv. How- 
ever, there is no capitalization lev- 
erage and sales of $57 a share in 
the best pre-war year are much 
smaller than for any of the Big 
Monr. Trade standing in replace- 
ment tires is good. 

General Tire has some capital- 
ization leverage but the effects 
are limited bv low per-share sales. 
($37 in 1937). The effective tax 
rate is around 69 per cent. The 
past record has been fair. The 
company is aggressive in mechan- 
ical rubber goods development and 
diversification and owns a small 
radio chain, though replacement 
tire and tube business for some 
time vrobably will account for 
around two-thirds of gross. The 
stock is priced moderately under 
book value of $32.87 a share. 

Dayton Rubber normally de- 
rives over half of gross, and a 
somewhat larger share of profits, 
from non-tire rubber goods which 
are favored by a growth trend. 
For that reason, long-term record 
has been above average. Effective 
tax rate is about 68 per cent. Book 
value is $23.59 per share. While 
there is capitalization leverage, 
sales per share ($37 in 1937) are 
relatively small. 


THE MAGAZINE OF WALL STREET 


Se ae ee OE A Tea 












2, The 


is de- 
t mar- 
twear, 
r hose, 
en un- 
ppears 
normal 
n book 
2, even 
lbstan- 


about 
rmally 
mainly 
. a i 
< than 
sd, but 





The writer questions whether 
there is any advantage in the 
price differentials offered by these 
stocks, as compared to the Big 
Four. In rubbers, as elsewhere, 
you get pretty much what you 
pay for. 





| The Movies Enter New Phase 
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(Continued from page 487) 


Despite this prospect, the profit 
outlook is brightened by recent 
developments favoring the tax 
position of some of the major 
concerns. Subsidiaries have been 
formed to handle foreign busi- 
ness, and these are exempted 


- from the EPT; this should result 


twelve | in a sizable reduction in total 


taxes, particularly in view of 
prospective expanding markets 
abroad. The tax savings thus ob- 
tained should largely offset any 
drop in operating income and 
over-all net should hold close to 
the favorable 1944 results. 

The importance of the tax fac- 
tor is highlighted by the fact 
that, for example, EPT taxes in 
1944 amounted to $11.18 per 
share for Twentieth Fox, $9.90 


' per share for Columbia Pictures 
' and $10.40 per share for Univer- 


sal Pictures. Smaller but still size- 


_ able amounts have been paid by 


others, on a per share basis. The 
cushion provided thereby should 
not only stabilize net earnings in 
the immediate period ahead but 
also after the war when attend- 
ance revenues are likely to shrink. 

Moreover, export potentials are 
bright particularly in Britain and 
other European countries. War- 
time popularity of motion pic- 
tures has been extensive in most 


| countries, especially also in Latin 
| America, and American produc- 
' ers have been alert to overcome 


difficulties attendant to variation 
of language. While the advance- 
ment of film production in Eng- 
land may stiffen competition for 
markets, American films should 
at least hold their own and gain 
in certain areas. Expansion of in- 
come from foreign sources is ex- 
pected to help sustain total rev- 
enues at a high level. Chief 
threat to expanding foreign busi- 
ness now appears to be increased 
film production by concerns native 
to various countries and resultant 
protectionist measures against 
imports but organized measures 
to cope with such problems, and 
the acknowledged superiority of 
American films, should minimize 
this development. 
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Vital Continental-Powered equip- 
ment loading and transporting 
more and more Continental Red 
Seal Engines to the front for active 
service is not an uncommon sight 
at supply bases all over the world. 


Building Power to Win in greater 
quantities than ever before is the 
sole business of Continental until 
the war has been won. 


Continental Motors [orporation 
MUSKEGON, MICHIGAN 
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Your Dollars 
are Power, Too! 
Buy War Bonds 
and Keep Them! 
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The motion picture industry 
will enter the postwar era in a 
stronger position than at any 
time previously as a result of 
vastly improved capital struc- 
tures and strengthened finances 
brcught about by high wartime 
earnings. The tendency to reduce 
debts and senior obligations has 
been marked, enhancing the 
status of leading equities, and 
with earnings expectations prom- 
ising, dividends should remain at 
satisfactory levels for quite an 
extended period. Past disburse- 
ments, while they have been in- 
creased, have generally remained 
relatively small, this conserva- 
tism reflecting the program of 
steady debt reduction and 
strengthening of working capital. 


This progress, along with re- 
organizations effected during the 
depression years, has greatly 
simplified the unwieldy capital 
structures that formerly charac- 
terized the industry. The senior 
obligations of seven leading mo- 
tion picture organizations repre- 
sented about 51% of average in- 
vested capital in 1939. By now 
they have been whittled down to 
about 31%, but they are still 
relatively large. 


Movie company stocks are tra- 
ditionally volatile, fluctuating 
widely, since revenues and profits 
normally are highly cyclical. Most 
of them being in the lower price 
range, they have been favorite 
speculative media. As a matter 
of fact, the industry itself par- 
takes of this speculative charac- 
ter due to its high production 
costs and the unpredictable reac- 
tion of the «public to the more 
costly pictures. During the war, 
this factor was largely obscured; 
it may again assume greater im- 
portance with the advent of 
peace. 

Shares of leading motion pic- 
ture companies have recently 
moved ahead of the general mar- 
ket but despite substantial price 
appreciation, earnings are still 
appraised fairly conservatively 
and price-earnings ratios are re- 
latively modest. Because of the 
industry’s speculative nature, this 
is likely to remain so, despite the 
promising nearterm and postwar 
outlook and the enhanced finan- 
cial status of leading equities. 
Loew’s, the only quality issue, 
has investment stature due to its 
good and consistent earnings rec- 
ord. Other motion picture shares 
are suitable for speculative com- 
mitments only, with Paramount, 


Twentieth-Century-Fox and War- 
ner Bros. offering the best longer 
range potentials. 





The Outlook for Merchan- 
dising Shares 





(Continued from page 485) 


is doubtless earmarked for dur- 
able goods which have been un- 
obtainable during the past two or 
three years. This reserve buying 
power should—for a time at least 
—more than offset any decline in 
current wages and salaries re- 
ceived. It has been estimated that 
if goods had been obtainable and 
if buying had been in normal re- 
lation to income, total sales dur- 
in the war war would have been 
$50,000,000,000 larger; much of 
this amount is available in the 
form of E bonds and bank 
savings. 

How do these conclusions apply 
to the stocks of retail merchan- 
disers of various kinds? It is diffi- 
cult to forecast durable goods 
sales with any accuracy for in- 
dividual merchandising units, 
without knowing the proportion 
of durable goods of various kinds 
which they will be prepared to 
handle (along with their non-dur- 
able lines) after V-J day. But it 
seems safe to forecast that con- 
cerns such as Sears and Mont- 
gomery with their high buying 
power will take full advantage of 
the opportunity. Leading depart- 
ment stores will benefit. The 
clothing specialty stores will not, 
however, participate in these 
gains, and their sales might even 
suffer because of the _ public’s 
greater interest in durables; how- 
ever, the shops may offset this by 
having a fuller line of merchan- 
dise to offer to their patrons, who 
have been waiting for better qual- 
ity, special kinds of merchandise 
or more reasonable prices. De- 
ferred demand here, as every- 
where, is sizeable. 

Companies which deal almost 
entirely in durable goods and re- 
lated accessories, such as Western 
Auto Supply and, Davega, should 
be heavy benéficiaries of the de- 
mand for durables though of 
course competition will be keen 
and to that extent may cut into 
their potentials. 

Almost all classes of merchan- 
disers and particularly the chain 
stores may benefit heavily in the 
postwar period by lower taxes. 
Excess profits taxes paid are not 
always reported but they are siz- 
able in very every instance. For 
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some companies, repeal of EPT 
would mean a very substantial 
jump in per share earnings for 
the common—other things being 
equal. Together with the tax cush- 
ion against declining earnings, 
tax considerations in the retail 
merchandising field are as impor- 
tant as in most other industries, 
Investors therefore should do well 
to scrutinize individual situations 
from the tax angle as well as from 
other viewpoints. 

Each subdivision of the retail} 
trade industry appears to have 
distinguishing characteristics} 
with respect to capital set-up, |) 
leverage, investment quality, etc. | 
The big mail order and variety} 
chain stores have very conserva-} 
tive financial set-ups, with result- | 
ing small capital leverage. Depart- | 
ment stores, on the other hand, 
seem to go in more for bonds) 
bank loans and preferred stocks, 
and while some of them have 
investment quality, many are off 


the leverage type with wide price} 


swings of their equities resulting 
from variations in sales and in-} 
come. ; 

In buying retail issues, such 
factors as the following should be} 
studied: (1) The basic character 
of the stock as reflected in the} 
capital set-up, earnings and divi-} 
dend record, price range, etc; (2) | 
The post-war outlook, with re- | 
spect to durable and non-durable 
goods sales; (3) The growth of 
record and management policies 
In acquiring new properties, ex- 
panding outlets, cutting out un- 
profitable units, etc.; and (4) the 
potential savings in EPT and pos- 
sihlv fat some later date) in reg: 
ular income taxes. 

On the whole, retail sales this 
year are likely to approximate last 
year’s peak since well maintained 
consumer income plus existing 
large sovir~s and shortages will 
support demand for goods 
throughout most of 1945 despite 
the possibility of slight, and geo- 
graphically spotty, downtrends. 
Existing huge savings of the pub- 
lic should certainly moderate the 
effects of reduced payrolls during 
reconversion, provided that the 
latter doesn’t run into unexpected 
snags. 


_Reflecting favorable trade con- 
ditions and promising postwar 
prospects, retail company shares 
and especially mail order and de- 
partment store equities have con- 
siderably outperformed the gen- 
eral market. At recent highs, 
prices have been close to 1936 











f EPT 
stantial 
igs for 
s being 
xX cush- 
rnings, 
retail 
impor- 
ustries, 
do well 
uations 
is from 


> retail 
o have 
ristics| 
set-up, 
ty, ete, 
variety 
nserva- | 
result- 
Depart- 
r hand, 
bonds, 
stocks, 
n have 
are of f 
le price 
sulting F 
and in-} 


fi 
' 
3 
is 
K 
§ 


s, such 
ould be} 
aracter 
in the 
1d divi- 
te? (2) 
ith re} 
durable 
wth of 
policies 
ies, eXx- 
out un- 
(4) the 
nd pos- 
in reg: 


les this 
ate last 
ntained 
xisting 
res will 
goods 
despite 
nd geo- 
itrends. 
he pub- 
‘ate the 
; during 
rat the 
xpected 


ide con- 
postwar 
' shares 
and de- 
uve con- 
he gen- 

highs, 
to 1936 


STREET 










tops but price-earnings ratios 
have not quite reached compar- 
able figures. Prospective heavy 
postwar demand for virtually all 
types of goods and the outlook 
for lower taxes should point to 
new earnings records once goods 
supply becomes more normal, es- 
pecially in the durables field. Mer- 
chandising shares can be expected 
to continue to reflect this prospect 
marketwise. 





Another Look At the Liquors 





(Continued from page 491) 
chases of gral, to be sure, will 
continue to laluper varying pro- 
grams to boister reserve stocks 
and to produce neutrai spirits for 
blending, but with labor costs a 
minor tactor 1n tnis industry and 
with seliing costs far below nor- 
mal levels in relation to volume, 
taxes alone loom up to restrict 
earnings gains. Many distillers 
are high in the excess profits tax 
brackets, Schenley leading the 
“big tour” with EPT equalling 
$24.42 per share in 1944. Partial 


\ relief from this tax after the war 


or its complete elimination in 
later periods will of course bene- 


» fit net earnings potentials accord- 


ingly, or at least absorb a sub- 
stantial measure of increasing 


-costs, During transition, at any 
rate, the tax cushion should 1m- 
‘portantly soften any deciine in 


volume and profits. 

At no time since repeal have 
the distillers been in such strong 
financial position as at present, 
and with additional gains lkely 
until the end of war, they will be 
well fortified to face the renewed 
competitive struggle certain to 
mark the postwar period. Work- 
ing capital of all the leading con- 
cerns has trended snarpiy up- 
ward, the retirement of debts has 
been stimulated by tax credits 
and refinancing at low rates has 
reduced interest charges. Large 
sales from inventory have swollen 
cash accumulations, further con- 
tributing to a sound basis in an- 
ticipation of heavy production 
needs at the war’s end to replen- 
ish shrunken whiskey reserves. 
Ample cash resources also will 
come in handy when sales and 
promotional activities broadly ex- 
pand with a renewal of normal 
operations, for while in early post- 
war years demand is still likely 
to continue high so that prices 
may be well maintained, competi- 
tion none the less will become 
keener. 

Wartime expansion of facilities 
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One of a series of messages published by this investment firm to help protect the 
savings of the American people and in the interests of a sound American economy. 





YOUR FAMILY’S GREATEST PROBLEM 
aud the Gest Aeuswer to ct! 


S you look into the years ahead, 
A achieving a measure of security 
in an insecure world looms as your 
greatest problem. And xow is the time 
when you must decide whether you 
can and will take the steps to find an 
answer to that problem. 

For an answer is possible—and fot- 
tunately, that answer is as patriotic 
as it is practical for you. It’s to avoid 
spending now whenever possible; it’s 
to cling to what you have in the ways 
which experience has demonstrated 
to be the wisest, the soundest and 
which give the greatest security to the 
greatest number. 

For instance, your War Bonds, in 
our opinion, are the best investment 
you can make. And the longer you 
hold them, the better the interest you 
get on your money. Further, common 
sense shows that holding bonds of 
our government is the ideal safe way 
to build up personal security. 


Owning a home is another step on 
the way to being sure and safe. Pro- 
tecting your family with insurance is 
still another proven means of keep- 
ing your way of life and that of your 
family. And building up a good cash 
reserve is another practical step, sure 
to help anyone, especially if your 
money is in a savings account. Finally, 
a planned educational fund, for which 
War Bonds are often ideal invest- 
ments, will guarantee your children a 
most precious heritage — American 
education. 


Contrast these sound, sure steps in 
your own interest to spending now 
for unnecessary things or with get- 
rich-quick gambling, whether in se- 
curities, real estate or any other ill- 
advised attempt to run a shoestring 
into a fortune. Think, finally, which 
course will lead to the greater ulti- 
mate happiness of your family and 
yourself. The choice is yours. 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


Underwriters and Distributors of Investment Securities 
Brokers in Securities and Commodities 


70 PINE STREET 


NEW YORK 5, N. Y. 


Offices in 87 Cities 


MEMBERS: New York Stock Exchange—New York Curb Exchange —Chicago Board of Trade 


New York 


Cotton Exchange—New Orleans Cotton Exchange and other leading Stock and Commodity Exchanges. 






































by the larger distillers has large- 
ly been effected through the ac- 
quisition of numerous smaller 
competitors, many of whom had 
on hand substantial amounts of 
aged whiskeys and other liquors. 
Broadening policies for diversifi- 
cation have marked the progress 
of the industry in like manner, 
and the trend continues without 
slackening. Entry into such fields 
as wines, beer, soft drinks, plas- 
tics, dehydrated foods, feeds and 
drugs is steadily widening mar- 
kets for the distillers and is a 
constructive factor of consider- 
able promise in the longer range 
view. Highlighting the diversifi- 
cation ‘trend, National Distillers 
acquired White Rock last fall, 
and Schenley is reported as nego- 
tiating for a substantial interest 
in the producers of Carioca rum. 


To some extent wartime con- 
centration of the distilling in- 
dustry in fewer hands may benefit 
postwar operations by reducing 
the hazard of destructive price 
cutting which in prewar years 
more than once proved a trouble- 
some factor. Chief aim of the 
leading producers, and their chief 
problem, will be to establish per- 
manently in popular favor cer- 
tain quality liquors with the wid- 
est possible profit margins, but 
while price adjustments may be 
necessary to achieve highest vol- 
ume in sales of blends, many new- 
comers in the latter category 
during war years have gained a 
definite hold in consumer esteem. 
Outlook for continued large sales 
is also enhanced by clearly 
marked opportunities to exploit 
trade in Europe and Latin-Amer- 
ica, and distillers plan active cam- 
paigns to capture many of these 
markets before British competi- 
tors can resume their former 
dominant position in them. A 
good many years may elapse be- 
fore Scotch distillers are able to 
replenish their exportable surpus. 


Exceptionally good wartime 
earnings, stock split-ups, stock 
dividends, and reasonable cash 
distributions have combined to 
create a well sustained demand 
for shares of certain concerns in 
the distillery group, with conse- 
quent substantial price gains. 
Dividends, however, have been 
generally conservative, and yields 
formerly good, have been reduced 
by recent market advances of the 
stock. Distillers having the larg- 
est inventories of whiskey appear 
to enjoy the best postwar poten- 
tials, and due to the increased 
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stability of the industry, shares of 
the “big four’ have improved. 


What’s Ahead for Machine 
Tools? 


(Continued from page 489) 


makers of light machine tools par- 
ticularly are likely to be kept as 
busy as their operating problems 
will permit. The impact of declin- 
ing military orders probably will 
be felt more keenly by manufac- 
turers of heavier machines, al- 
though even in this branch of the 
industry certain individual con- 
cerns are building up a substan- 
tial backlog of a non-military 
character. For example, Mesta 
Machine Co. reports unfilled or- 
ders of $25 million for heavy roll- 
ing machinery from steel makers. 
As a rule, however, manufactur- 
ers of lighter equipment enjoy 
better prospects for satisfactory 
volume and net earnings in the 
near future than do makers of 
heavy machines, although both 
will benefit importantly by the 
tax cushion. 

Prompt easing by the Govern- 
ment of machine tool restrictions 
after VE-Day has been a con- 
structive move to stimulate recon- 
version in the fields of consumer 
durables, for until industry can 
provide itself with essential equip- 
ment, transition will be slow and 
unemployment correspondingly 
troublesome. The longer the Jap- 
anese war continues, the smoother 
will be resumption of full civilian 
production, a goal which can only 
be reached when adequate me- 
chanical equipment has been made 
available. A sudden termination 
of the conflict of course would 
throw industry generally into a 
considerable dither but would 
probably swamp manufacturers 
of machine tools with orders for 
reconversion tools not currently 
anticipated. Extensive retooling 
and heavy export demand should 
quickly make itself felt as a sta- 
bilizing factor. 


Postwar demand for new tools 
probably will be largely limited to 
machines embodying the latest 
technological advances. Many 
companies have developed impor- 
tant improvements, and the appli- 
cation of electronics will further 
increase tool efficiency. With labor 
costs up substantially, industry 
generally will be receptive to new 
developments calculated to reduce 
man-hours per unit of output. The 
automobile industry particularly 
faces an extensive retooling job in 












readying itself for peacetime pro. 
duction. Since these improved 
tools will be sold at relatively high 
prices, dollar sales of tool builders 
may well be substantial during 
the entire retooling period. 

In addition, a number of ma. 
chine tool companies are planning 
to enter other fields having less 


erratic markets. With some, di-| 


versification has been a feature of 
longterm planning even before the 


war; it may be tackled with new} 
vigor — and new ideas —in the} 
postwar but the degree of success | 


remains to be seen. 

Among the machinery indus. 
try’s various sub-groups, pros- 
pects appear particularly favor- 


able for makers of construction} 


machinery, oil field equipment and} 
diesel engines; demand for indus- | 
trial machinery generally should} 
also be well above prewar in the} 
immediate postwar years. Ulti-| 
mately, of course, the industry is} 
likely to revert to its traditional} 


cyclical characteristics, 


downs in volume and earnings. 


Finances of most machinery} 
greatly fF 


concerns have _ been 
strengthened in recent years and 
on the whole, reconversion prob- 
lems are relatively minor, requir- 


ing only modest capital outlays. | 
Dividends of the stronger con-} 


cerns appear well assured for the 
remainder of this year and per- 
haps for a substantial period there 
after. While volume declines are 
inevitable as war-related orders 
taper off, earning capacity should 
be fairly well sustained by new 
orders and the tax cushion. 

Most machinery shares during 
the last six months have exhib- 


ited marked price strength, re-| 


flecting a more liberal appraisal of 


postwar prospects in this field. In} 
recent months, the Magazine of} 


Wall Street group index has out- 
distanced, in terms of relative 
gain, the Broad 290 Combined Av- 
erage; some individual issues reg- 
istered new highs for a good 
many years while the group aver- 
age before the latest market reac- 
tion had reached its best level 
since 1937. But when reaction set 
in, machinery shares with charac- 
teristic volatility declined rather 
faster than the general market, 
once more highlighting their spec- 
ulative character and extreme 
sensitiveness to changes in under- 
lying conditions. 

For this reason, few such 
shares have investment stature. 
Today, as for a long time past, 
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price-earnings ratios are rela- 
tively moderate though most is- 
sues provide better than average 
yield, and several have marked 
appreciation possibilities. They 
may appeal ts» the speculative- 
minded, willing to gamble on the 
assumption that if our postwar 
economy has anything of the 
boom characteristics we fre- 
quently hear about, machine tool 
makers should do quite well for at 
least a few years. 





Investor Significance 
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(Continued from page 480) 


of 9814 to 9714. This experience 
is likely to influence prices which 
will be paid for coming bond is- 
sues; few if any railroad issues 
will sell under a 3% yield basis. 

Other instances were the 3% % 
bonds of Texas & Pacific Railroad, 
offered in the amount of $39 mil- 
lion, the price of which broke 
three points under the offering 
figure of 10014; and Portland 
General Electric 314s which de- 


offering price shortly after their 
sale. As a result of the poor sale 
of these bonds, two syndicates 
which had been formed to bid on 
$50 million Delaware & Hudson 
bonds did not do so because, ap- 
parently, they felt they couldn’t 
quote the company a price which 
would effect any considerabie in- 
terest saving. Significantly, there 
has been no difficulty in placing 
industrial securities offering com- 
parable low yield; yet some ob- 
servers are beginning to wonder 
whether a reversal in trend is in 
the offing. 

All classifications of industry 
are represented in the current 
and forthcoming heavy financing 
operations with telephone and 
railroad companies particularly 
prominent in the refunding pro- 
grams. The potential volume of 
public utility financing, mainly 
for refunding, is large but much 
of it may not materialize until 
later in the summer. Industrial 
concerns, on the other hand, are 
the principal borrowers of equity 
capital through sale of common 
and preferred stock, in addition 
to growing replacement of high- 
coupon preferred stock with lower 
dividend bearing issues. 

From the investor standpoint, 
feature of the current financing 
wave is the unabated trend tow- 
ard lower return, markedly no- 
ticeable in both bond and pre- 
ferred stock offerings, the result 
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of the Government’s easy money 
policy and the enormous pressure 
of investible funds in the face of 
a totally insufficient volume of in- 
vestment media. The advantage 
of these circumstances to issuing 
corporations is obvious. Not only 
can they refund their debt at 
very substantial savings in fixed 
charges but they can obtain new 
long-term capital at a cost that 
may well turn out a historical 
low. Industrial concerns are pre- 
sently able to sell long-term de- 
bentures at 234% and 3%; they 
can hardly expect to do better in 
the future. Naturally they are 
anxious to cover their capital 
needs in the foreseeable future, 
and they are doing just that in 
ever-increasing numbers. Seldom 
have corporations taken advan- 
tage of low interest rates as ex- 
tensively as now. 

One factor is that up till now, 
corporations have called for rela- 
tively little “new money.” Their 
offerings have been predominant- 
ly for refunding purposes, that is 
merely replacement of old securi- 
ties with new ones involving no 
drain on the general capital res- 
ervoir. With the dearth of in- 
vestment media continuing, new 
issues are being snapped up. 

To increase income from invest- 
ment portfolios, insurance com- 
panies have resorted to direct 
purchase of bonds, preferred 
stocks or straight-term loans 
from corporations. Quite a num- 
ber of such deals are reported 
impending which is likely to ac- 
celerate the trend away from pub- 
lic offerings, at least temporarily. 

The small investor has no such 
opportunity. Either he must be 
satisfied with current low yields 
or else switch into common 
stocks, with their correspondingly 
greater risk. Necessity often 
makes such a course imperative 
and in recent months the trend 
away from fixed securities into 
equities has been pronounced. 
This is likely to continue, despite 
revival of the trend toward new 
money financing, but also-in the 
months to come, it should greatly 
facilitate common stock financing 
as industry further prepares for 
reconversion and postwar ex- 
pansion. 

As the appended table shows, 
new capital financing by corpora- 
tions during the first five months 
this year came to $400 million 
against $252 million last year 
while common stock financing for 
new capital purposes amounted to 
$52 million against $30 million. 





Both these items will be substan- 
tially increased by the latest fin- 
ancing wave. 

Refunding on the other hand 
rose from $992 million last year 
to fully $2,192 million during the 
first five months this year, nearly 
half consisting of long-term bonds 
and notes. New capital offerings 
of preferred stocks up to May 
1945 amounted to $118 million 
against $84 million in the same 
period last year, with industrial 
and manufacturing corporations 
accounting for the bulk of the 
total. That item, particularly, 
shouid be greatly swelled by the 
present heavy accumulation of 
contemplated offerings. 

In all this, there is a silver 
lining for the investor who for 
the sake of adequate income re- 
turn sees himself forced into com- 
mon stock holdings rather than 
skimp along on sharply pared 
yield from fixed interest securi- 
ties. As a common stockholder, 
he profits indirectly from easy 
money conditions by enhanced 
equitv value and lessened risk 
where corporations have managed 
to reduce fixed charges and ac- 
quire long-term capital at cur- 
rent cheap money rates. True, 
common stock yields, too, have 
been contracting but there are 
still a good many sound equities 
offering attractive return, quite 
apart from their appreciation po- 
tentials. 





The Race for Supremacy 
In World Air Transport 





(Continued from page 473) 


Government has so far determined 
that British lines shall use British 
planes, but apart from some mili- 
tary plane conversions, no trans- 
ports are available and Britain is 
way behind us in design of modern 
postwar equipment. 

The Dutch airline KLM may 
want entry to North American ter- 
minals; for the moment plans cen- 
ter on a transatlantic route to 
Curacao by way of Bermuda, 
thence fanning out north to Miami 
and south to Buenos Aires and Rio 
de Janeiro. 

Swedish airlines contemplate 
early inauguration of Stockholm 
United States courier runs, inci- 
dentally with converted American 
military transports purchased 
from us for cash. These trial runs 
would be preliminary to establish- 
ment of a regular commercial serv- 
ice. Eventually, there may be im- 
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plementation of prewar under- 
standings between Swedish, Nor- 
wegian and Danish airline compa- 
nies calling for regular weekly 
services across the Atlantic from 
Stockholm, Oslo and from Copen- 
hagen, coordinating schedules and 
pooling equipment. Also, as soon 
as conditions permit, the Swedes 
may reconstitute and expand their 
prewar network of European serv- 
ices, the same as the Dutch. In 
either case, there would be partial 
competition with American flying 
schedules in Europe and to the 
Near East, in the case of the Dutch 
as far as India once the Dutch air 
_route to the Dutch East Indies is 
reestablished. 

French civil transports are ex- 
pected to appear over the North 
Atlantic on regular schedules for 
the first time this summer, ini- 
tially with a 140,000 pound flying 
boat secretly developed and suc- 
cessfully hidden from the Germans 
during their occupation. It is a rel- 
atively slow and not very satisfac- 
tory plane, accommodating 22 pas- 
sengers; but other more advanced 
designs are in the blueprint stage. 
Potential French inter-European 
competition, however, does not ap- 
pear very formidable, French serv- 
ices centering mainly on France- 
North Africa and France-Levant 
routes. 

Outstanding in the competitive 
outlook picture is not only the su- 
periority of American aircraft de- 
sign but the relatively early avail- 
ability of modern equipment. It is 
an important advantage, one that 
may well assure American suprem- 
acy in world aviation. A potent 
weapon in the campaign to open 
the world to our airlines is the 
present American “corner” on 
transport craft; thus far this has 
been of great assistance in our ef- 
forts to conclude bilateral agree- 
ments on commercial aviation with 
other countries. 

The American companies in- 
volved in the North Atlantic avia- 
tion picture thus enjoy an impor- 
tant edge over potential foreign 
competitors; without question, 
they will be able to translate this 
advantage into concrete progress. 
Nowhere are air transport pros- 
pects more brilliant but also more 
puzzling than in the foreign field, 
especially viewed from the finan- 
cial side. Financial appraisal of the 
potentialities is all but impossible 
today, what with the impossibility 
to evaluate properly such impon- 
derables as traffic potentials, ulti- 
mate competitive influences, fares, 
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maintenance costs, etc. At first, at 
any rate, it would seem that the 
outlook for profits is more or less 
limited, and capital expenditures 
no doubt will be heavy. 

So far, Pan American has been 
the one outstanding American en- 
terprise in international commer- 
cial air service and probably will 
continue to occupy a dominant po- 
sition. Further vast expansion of 
operations is indicated to all major 
trade and travel centers of virtu- 
ally all continents; the company 
tor some time has been actively 
preparing for the postwar. As in- 
itiat step in a $100 million expan- 
sion program, Pan American com- 
mon stock last February was split 
two tor one, arrangements were 
made to raise additional funds. The 
company has offered units of one 
common share, and a warrant to 
buy an additional share for 214 
years at $18, to its stockholders on 
the basis of one such unit for each 
two shares held. 

Pan American has ordered a 
substantial number of large new 
aircraft and expects to be in a 
strong position to meet the post- 
war demand for travel accommo- 
dations. lt also hopes to receive al- 
location of additional flight equip- 
ment tor the North Atlantic route 
by early autumn. An earlier under- 
writing arrangement with the At- 
las Corporation for $25 million had 
enabled it to place plane orders 
with aircraft manufacturers, and 
when the atorementioned offering 
to stockhoiders is conciuded, the 
company will receive approximate- 
ly $42 million of new money. ‘1 otal 
equipment purchases may eventu- 
ally run as nigh as $14U million. 

Past earnings have been good 
and there has been steady im- 
provement since 1940 until last 
year when net amounted to 81 
cents a share as against 97 cents in 
1943. Gross business in 1944 
amounted to $93 million, a de- 
crease of $33 million from the pre- 
vious year. In 1939 and 1940, the 
last two prewar years, gross busi- 
ness came to $20.6 and $27.3 mil- 
lion respectively. Reported net in- 
come for 1944 was $1,619,309 as 
compared to $1,929,764 in 1943 
and $2,256,317 in 1940. As a result 
of the latest stock offering, how- 
ever, common share earnings 
henceforth will be diluted. The 
company last December paid its 
twenty-third dividend; that latest 
disbursement was at the rate of $1 
per share. 


No recent data are available as 
to operations and earnings of Am- 
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erican Export Airlines, thus far 
controlled by American Export 
Lines. As mentioned before, unde 
the new CAB decision, majority 
control will henceforth rest i in Am. 
erican Airlines. 

Nor is it possible to appraise at 
this moment the potentials that 
may accrue to Transcontinental & 
Western from the Transatlantic 
route award. A sporadic prewar 
earner from domestic flight opera. 
tions, company results have sharp- 
ly improved since the war with per} 
share earnings of $2.29, $2.12 and) 
$2.82 respectively for the years} 
1942, 1943 and 1944. Further long) 
range growth of business is indi-}) 
cated but inauguration of divi 
dends probably will be delayed in-} 
definitely to conserve funds for ex- 
pansion and related capital expen- 
ditures. From an_ investment? 
standpoint, the equity, just as that) 
of Pan American, is highly specu-f 
lative. 





Far-Flung Aspects of Price | 
Control P 





(Continued from page 470) 


of price decontrol remain vast and} 
complex, and additional actions} 
may prove necessary to resolve} 
existing difficulties. Meanwhile 
criticism and concern have been} 
considerable; not only because of 
the reduction of profits that may 
be involved but also because of the 
brake it may put on production. 
But with a promise to industry of } 
“good profits’ when production 
gets rolling and an assurance to} 
consumers of adequate protection 
against price inflation, OPA ap- 
pears determined to have recon-} 
version goods priced at 1942 lev- 
els or very close to them, wher- 
ever possible. 

Another point, apart from pric- | 
ing policies, is argued heatedly. It 
is the idea that price control 
should continue until production 
comes into balance with demand, 
a basic point in OPA’s reconver- 
sion price program. In effect, its 
proponents appear to hold that 
price which normally is a result of 
demand and supply, should remain 
fixed while supply and demand are 
adjusted to that price. With con- 
siderable validity, opponents ar- 
gue that this would be a difficult 
if not impossible thing to achieve. 
It is certainly a questionable as- 
sumption. They aver that an at- 
tempt to adjust the entire transi- 
tional and postwar economy to a 
fixed price structure would surely 
create more difficulties than would 
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How We Gauged Market Turn 


Turn to The Forecast Now .. . To Know What Action to Take... 
for the Short Term . . . for the Longer Term 


ROM the recent market shakeout ... the most severe in over a year . . . new profit 
potentials are in the making. 
This reaction . . . and its new buying opportunities . .. was anticipated by The Forecast 
. for in our bulletins of June 19 and June 26... as leading averages made a double 
top ... our market counsel read: “We recommend a cautious and selective policy over 
the nearer term.” (Positions were over 50% liquid as 13% points profit was accepted 
June 26 on Col. Gas & Elec. $6 pf.) 


Consequently, Forecast subscribers were Here is the service you need to keep pace 
in the advantageous position of having with today’s volatile markets and those 
their liquid capital increase in purchas- now developing . . . to capitalize on the 
ing power as prices receded. They have great shifts in security values to be created 
the assurance of knowing that they will by the accelerating transition from war to 
be advised when to replace their short- peace. In the kaleidoscopic period ahead, 
term and investment holdings. you can build capital and income. 


Capitalize on Today's Markets . . . on Opportunities Now Developing 
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2. Send you our weekly analysis of current market and 
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develop if thé alternative, which 
is price adjustment, were adopted. 

However, this reasoning of op- 
ponents of transitional price con- 
trol would appear somewhat 
oblique. After all, what is sought 
is not permanent price control but' 
gradual release from price control 
to avoid price inflation so long as 
demand and supply are out of bal- 
ance. Indubitably, and this is rec- 
ognized all around, the final an- 
swer to the inflationary dangers 
which confront us is production 
and more production. And again, 
indubitably, dropping of price con- 
trols would constitute a strong im- 
petus to production; unfortu- 
nately, it would also prove a 
strong stimulant to price inflation. 
While free production, unham- 
pered by price control, would 
eventually act as a regulator of 
prices, what about the interim? 
It is this interim period with 
which price control is most con- 
cerned. 

This interim danger is suffi- 
ciently realistic to leave relatively 
few friends among those advocat- 
ing complete abandonment of di- 
rect price control during the tran- 
sition. Any strong price inflation 
during that period could well have 
disastrous consequences. Without 
question, it would shorten our 
postwar boom potentials by reduc- 
ing the purchasing power of the 
public if the later is anxious 
enough to buy at inflated prices, 
and anxious it is, and goods-hun- 
gry, as we all know. It would, 
moreover, work tremendous hard- 
ships on those whose income has 
increased but little or remained 
stationary, and they run into the 
millions. In short, it would make 
for economic instability. 

Obviously, we are facing an ab- 
normal situation. The economic 
purist may quite correctly cite the 
time-honored concept that price 
itself is one of the chief determi- 
nants, and often the chief deter- 
minant, of both supply and de- 
mand. But in the situation that 
faces us, the free play of price, 
immediately, would hardly seem a 
practical answer. We are fully 
aware where greatest demands 
and greatest shortages exist and 
we can go about meeting them 
without having the price mechan- 
ism go to its usual extremes, to 
the great disadvantage of the 
consumer public, and without hav- 
ing violent swings between boom 
and depression in production and 
employment. 
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In the public interest, the prin- 
ciple of gradual decontrol can 
hardly be sacrificed, desirable as 
it is to escape as quickly as pos- 
sible from the irksome restraints 
of wartime. But of all the wartime 
controls, it seems, price regulation 
should be relinquished with the 
greatest caution though every- 
thing should be done to inject suf- 
ficient flexibility in the process to 
maintain industrial profit margins 
at adequate levels and to assure 
eee production and employ- 
ment. 





Selected Opportunities In 
Preferred Stocks 





(Continued from page 482) 


the past year and a half have been 
at a $3 annual rate. 

United Stores Corporation, a 
holding concern deriving income 
from securities of McClellan Stores 
Co. and McCrory Stores Co., has 
outstanding an issue of 6% cumu- 
lative convertible preferred on 
which sizable arrears accumulated 
during the early history of its sub- 
sidiaries. Steady reduction of the 
overdue amounts in subsequent 
years, however, including a distri- 
bution of $10 per share in 1944, has 
cleared up all but $6. 

While the mere fact that pre- 
ferred dividends are in arrears is 
a red flag to warn of past unstabil- 
ity in earning power, with conse- 
quent adverse effect upon invest- 
ment appraisals, this should not 
necessarily preclude an emergence 
into a more favorable rating as 
conditions improve, and often to 
the profit of long suffering share- 
holders. Many cases could of course 
be cited where hopes of dividend 
stabilization probably never will be 
realized, but those discussed in 
this article appear to offer strong 
indications of an improved status. 





Answers To Inquiries 
(Continued from page 498) 





cent I.C.C. class freight rate deci- 
sion, estimated Trustees Shelton 
Pitney and Walter P. Gardner in 
the annual report. However, they 
look on the decision as “extremely 
disturbing” from a long range 
point of view. 

The report said that the road’s 
New Jersey tax troubles offer the 
most important single problem 
which must be solved before the 
road can emerge from bankruptcy. 
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to Benefit from 
Huge Civilian Demand 


NE of the most interesting groups 
from the standpoint of huge de- 
ferred postwar demand is Household 
Equipments. Inventories in such lines 
as radios, floor coverings, furniture, 
stoves, washing machines, vacuum 
cleaners, sewing machines and refrig- 
erators are at rock bottom, and record 
peacetime sales seem assured. 
Current UNITED Report carries a 
special analysis of this industry, with 
statistical studies of 35 prominent 
stocks, including: 
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Silex Co. Artloom Corp. 
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effect the British example will | 


have on the voters of Western 
Europe, especially on French vot- 
ers, that is intensification of the 
swing to the Left, 

In the broader sphere of inter- 
national policies, there is little 
reason to anticipate abandon- 
ment of continuity of policy on 
the part of the Attlee Govern- 
ment though there may be modi- 
fications and shifts of emphasis 
without fundamental shifts on 
major issues. Chances are that 
those who are prone to look for 
abandonment of traditional Brit- 
ish policy in Europe and else- 
where in the world in the interest 
of closer cooperation with Russia, 
those who expect a drastic upset 
in the fine political balance be- 
tween the big powers, will find 
that they look too far ahead. No 


more than Mr. Churchill will Mr. | 


Attlee, his successor, be willing 
to “preside over the dissolution 
of the Empire.” In the interest of 
Britain no less than that of his 
own party, he could not consider 
any course leading up to such 
fateful consequences. 
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PROFITS RESULT FROM AVOIDING LOSSES 


Investment for safety may provide sound appreciation 





VER a term of years, conservative individu- 
als, investing to safeguard their capital against 
losses, have found also a healthy growth in the 
value of their portfolios—outstripping the progress 
of many who seek rapid speculative gains. 


There is sound reason for this. In acting to protect 
your investments from depreciation you must gain 
representation in forward-looking companies which 
have developed new products and re-enforced their 
financial position during recent years. Their work- 
ing capital must be ample to handle increased 
volume of postwar business—management must be 
capable and progressive—competition must not be 
too keen—labor and political trouble must be at 
a minimum. 


Investigate before you invest 


Such situations are selected only after painstaking 
research. Once purchased, they must be kept under 
supervision, since constant change is the one certainty 
in investment and in industry. True conservatism 
demands that you be ready to withdraw from any 
security if, through change, it no longer meets the 
standards and requirements you wish to achieve. 


As a result, you will find your funds concentrated 
in a group of dynamic, well diversified companies 
which over the longer term will not only provide 
safety, but can also bring a cumulative increase in 
the value of your investment fund. 


In comparison, the individual seeking speculative 
profits too frequently takes undue risks, establishes 
habits of acting too hastily—and finds his gains to 
be merely transient. 


Investment Management Service regards the con- 
servation of capital as its first function. We realize 
that income must be provided in accord with clients’ 
needs and that healthy growth in value should be 
encouraged—but we have found the crux of the 
situation to lie in effective measures to protect your 
principal. 


You need able assistance 


The individual investor has neither the time, facili- 
ties nor training to gather and interpret statistics 
and information to be considered in the successful 
management of his account. How recently have you 
studied the financial statements of the various com- 


1? worked out 


panies in which you are committe: 
operating and balance sheet ratios? analyzed sales 
trends? profit margins? earnings records and _pros- 


pects ? 


In these days of shifting economic, industrial and 
political factors, the supervision of a substantial 
investment portfolio is a problem best handled by 
a large, experienced and fully equipped organization 
such as Investment Management Service. Send for 
full information now. 





ITHOUT obligation on your part, we offer to send you a confiden- 
tial, preliminary review of your portfolio if it exceeds $20,000 in value—commenting 


frankly on its possibilities for capital growth, its income factor and its diversification. 


Merely send us your list of holdings and objectives in as complete detail as you care 


to give. 
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e e cd You taste it at once... this extra, this special measure of 
Bright and Light | 


flavor that’s rich and fine, yet light, mellow . . . like 


asa a a sunny morning. We think you'll agree it’s not matchet 
in any other whiskey! Try Schenley Reserve . . . it com 


Sunny Morning A . of a great tradition for fine whiskies . . . the most 


widely enjoyed whiskey in America today! 


Schenley Distillers Coro., N.Y. C. § # 4 86 proof. 60% grain neutral spirits 
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